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THE EFFECT OF ENEMY OCCUPATION ON PREWAR DEBTS. 
Official Statements of President Truman and Mr. McNutt. 


The liberation of territories of the 
Allied Powers which the Japanese had 
occupied during the war in the Far 
East has given rise to a crop of ques- 
tions which have to be settled by Bri- 
tish and other Courts or else by legis- 
lation. 

It is primarily according to the na- 
tional or colonial Courts of each of the 
returning Sovereigns that these ques- 
tions have to be considered, but as the 
main principles of International Law 
on this subject including the Hague 


Regulations of 1807 respecting the 
Laws and Customs of War on land 
have been accepted and applied as 


part of the national or municipal law 
of most of the civilised nations of the 
world including Britain, America, 
France, Holland, China, the Philippines 
and Japan, these principles form an 
integral part of the law to be applied 
to the problems which arise in each of 
the territories involved. 

One of the most acute questions is 
the effect on prewar debts of payments 
which debtors purported to make _ to 
Japanese liquidators of “enemy” busi- 
nesses during the occupation. 


American Official Views 


The United States as early as July 
1946 declared in clear and unequivocal 
terms that such payments were not 
valid. In expressing his disapproval 
of a proposed measure of the Philip- 
pine Congress to validate payments 
made in Japanese “Micky Mouse” 
money during the occupation President 
Truman declared that in his opinion 
and in that of his advisers such 
validation could not be sanctioned as 
it would “give validity to the acts of 
our common enemy,” and “would give 
official sanction to acts by Japanese 
officials in forcing the liquidation of 
the business and accounts of loyal 
Filipinos, Americans and Allies who 
were imprisoned by the Japanese.” The 
official statements are appended to this 
article. 

Mr. Paul V. McNutt who was, then 
High Commissioner recommended that 
in order to temper the strict applica- 
tion of the lew, a degree of validity 


might be given to payments made in 
occupation currency according to a 
scale of valuation which became 
known as the “Ballantyne Scale” from 
the name of Mr. Ballantyne of the 
Chase Bank who was then financial 
adviser to President Osmena. 


Netherlands Views 


In the Netherlands East Indies Dutch 
jurists and officials have taken the 
same view. To quote from a semi- 
official document :— 

“In terms of the relative regula- 
tions of International Law which are 
unequivocal the strict standpoint can 
be adopted that such discharge of 
debt need not be acknowledged and 
can in short be refused without fur- 
ther discussion.” 


The British Standpoint 


The same standpoint has obviously 
been adopted by the British Govern- 
ment, whose legal advisers and drafts- 
men have for over two years been en- 
gaged in the drafting of legislation for 
Hongkong, Singapore and Malaya 
which is designed to provide rules as 
simply stated as possible for the de- 
termination of some of the financial 
problems involved and for giving a 
measure of relief to debtors at the ex- 
pense of creditors from the rigorous 
rules which would otherwise be applied 
by law for the maintenance of the 
principle of the sanctity of contract. 

The proposed legislation now pub- 
lished in Hongkong, Singapore and 
Malaya under the title of “Debtor and 
Creditor (Occupation Period) Ordin- 
ance 1948” is mainly concerned with 
payments made during the occupation 
to Japanese officials who were ap- 
pointed to liquidate certain banks of 
the Allied Powers. British law rules 
that a debt is not discharged unless it 
is paid to the rightful creditor or his 
authorised agent and paid in the cur- 
rency stipulated by the contract be- 
tween the parties or its equivalent in 
legal tender declared as such by the 
lawful sovereign of the country where 
the debt is payable. 


From the strict standpoint of Inter- 
national Law it matters not whether 
payments were made“in dollars or in 
military yen as long as the Japanese 
liquidators were not lawful agents of 
the banks and the creditors never re- 
ceived the money. Both are equally 
invalid. , 

The proposed legislation, however, 
provides a considerable measure of re- 
lief: all payments made to the liqui- 
dators in Hongkong or Malayan cur- 
rency are declared valid and payments 
made in occupation currency are given 
a degree of validity according to a 
graduated scale. No question is raised 
as to the good faith of debtors who 
before the war solicited and received 
loans in good sound currency and 
sought to pay them in depreciated and 
ultimately worthless war notes or 
“military pass money” of the Japanese 
occupant. 

The benefit of the proposed Bill is 
showered equally on all debtors whe- 
ther just or unjust. To provide the re- 
lief the banks are required to forego 
very substantial amounts which but 
for the legislation they would be en- 
titled in law to recover both in princi- 
pal and interest. 


JAPANESE TECHNIQUE IN SPOLIA- 
TION 


In the recent war both the Japanese 
and the Germans resorted to methods 
of financial and economic spoliation of 
occupied territories to a degree pre- 
viously unprecedented, and in flagrant 
violation of all principles of Interna- 
tional Law. The pattern of Japanese 
exploitation was almost identical in all 
territories occupied by them. They 


-applied a carefully planned and subtle 


policy of flooding each occupied terri- 
tory with worthless unbacked military 
pass money, the fiat peso in the Philip- 
Pines, the Japanese dollar in Malaya 
and the Japanese guilder in the 
Netherlands East Indies. In Hongkong 
they introduced paper tokens — the 
Military Yen—which was not even in 
name a currency of the Colony or even 
of Japan. 
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There may be cases where owing to 
ibe inadequacy of local currency avail- 
able to meet the needs of the commun- 
ity it may be justifiable for the occu- 
pant to introduce. either its own or a 
special currency bearing a definité re- 
jation from time to time to its own 
currency. In the Japanese occupied 
territories, however, local currency cir- 
culation had attained an exceptionally 
high level. Owing to the generally in- 
creased economic activities immediate- 
ly before the war, the sharp rise in im- 
port and export prices, the important 
disbursements by governments, and the 
general desire to hold more cash than 
usual in view of impending possibil- 
ities the circulation of currency had 
risen steadily in 1940 and 1941 and 
was far in excess of the needs of the 
population having regard to the in- 
creasing scarcity of commodities dur- 
ing the occupation and the low wage, 
living and price levels which the Jap- 
anese attempted to establish as_ its 
policy. 

When the Japanese occupation of 
Manila commenced there were about 
230 million Philippine money in circu- 
lation in the Philippines of which less 
than 7% million pesos, i.e. 3.2% was 
withdrawn. 

In Hongkong the note issue apart 
€rom Government small denomination 
notes amounted to $246 million and yet 
‘the Japanese ‘during the occupation 
‘issued not only unissued or reserved 
motes of liquidated banks to the extent 
of over 119 million dollars but flooded 
the Colony with nearly 2,000 milion 
Military Yen whose purchasing capa- 
city in spite of the attempt to fix arti- 
ficial exchange rates obviously became 
infinitesimal. 

In the Netherlands East Indies  ac- 
cording to reliable authority there 
were in circulation at the end of the 
war 665 million guilders in Nether- 


lands Indies money with a roughly es-, 


timated amount of ‘3,500 million in in- 
vasion money. Against this fantastic- 
ally high circulation there was a stock 
af goods reduced to a minimum partly 
due to the stagnation of all imports, 
partly due to the stoppage more or less 
of the economic life of the country. 

In all the occupied territories except 
Hongkong and China the Japanese kept 
both currencies circulating together. 
In Hongkong the local dollar was al- 
4owed to circulate without a fixed rate 
of exchange until July 24, 1942 when a 
rate was fixed of four dollars to one 
Military Yen. 

The technique of the Japanese was 
tte collect as many dollars as poss:.ble, 
to demand payments of taxes and dues 
in dollars and to pay for goods and 
services in Military Yen at the artifi- 
eiai rates of exchange fixed by them. 

The principal means of despoiling 
the Colony of dollars was the placing 
of the banks of “hostile’ powers in 
liquidation. The Japanese at the onset 
seized these banks, placed their foreign 
officials, whose authority had in any 
case been abrogated on the outbreak 
“of war, in custody, under armed guard, 
seized all the private as well as the 
public funds of the banks, and pro- 
ceeded to call in debts due from their 
private customers. They needed dol- 
hars not only to acquire properties for 
their own enrichment but to buy food 
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and war supplies for the prosecution 
of the war from Macao and from 
China where Japanese token money 
could not induce sellers to part with 
their goods. 

The Hongkong dollar was allowed to 
circulate until May 31, 1943 when at 
one fell swoop the Japanese seized all 
funds in dollars and converted all ac- 
counts into Military Yen. All the funds 
they seized or collected in the course 
of liquidation they merged in a gener- 
al pool in, the hands of the Japanese 
Military authorities where their iden- 
tity and separate character were lost 
and when the occupation came to an 
end all the, assets of the banks had dis- 
appeared, dollar funds had been spent 
and the treasury was left with an ac- 
cumulation of worthless Military Yen. 
No sum of money on account of pre- 
war debts was delivered to the banks 
either by the liouidators or by the 
Japanese authorities. ’ 

Referring to the similar situation in 
the Philippines Judge Hilado said—~ 

“If we are now to declare that as 

a legal consequence of that so-called 
liquidation these seven banks are no 
longer the creditors of their pre-war 
debtors above referred to, that they 
have completely lost their contrac- 
tual right to enforce payment of 
their pre-war credits, although they 
have not received payment at least 
of the above balance of Pesos 30,- 
300,964.09: then, the inevitable re- 
sult would be that the so-called liqui- 
dation was confiscation pure and 
simple, and what is worse, this 
Court, by so deciding, will have 
played the ignominious role of bring- 
ing about the consummation of what 
the Japanese oppressor so unlawful- 
ly and iniquitously commenced and 
was in process of executing when 
his defeat overtook him.” 


Such measures and currency mani- 
pulations cannot be termed other than 
downright confiscation of the private 
property and rights of the population 
in direct contravention of the Hague 
Regulations, the laws of humanity and 
the dictates of public conscience. 


POWERS 


OF THE OCCUPYING 
POWER 


The argument that payment to the 
Japanese liguidators in any currency 
discharged debts incurred before the 
war depends upon proof being given 
that the liquidators who were not act- 
ing for the banks with their consent 
had some authority by operation of 
law to liquidate the banks, seize their 
funds, collect private debts due to 
them and impair the rights and obli- 
gations of private creditors and deb- 
tors. 

Not only was such authority lacking 
but it was absolutely denied under the 
provisions of the Hague Regulations of 
1907 and the body of International 
Law which had grown as the result of 
the liberal ideas of nineteenth century 
and had been interpreted, developed, 
and supplemented by the practice of 
governments, decisions of tribunals 
and the contributions of leading au- 
thorities on International Law. 


May 19 


There is a fundamental distinction 
in International Law between the mea- 
sures which a State may take within 
its own domain by virtue of its terri- 
torial sovereignty and such as it is 
permitted to take in an enemy country 
by virtue of its position as an occupy- 
ing power. 

The position of a_ belligerent occu- 
pant in occupied territory was thus des- 
cribed by Professor James L. Brierley 
O.B.E., M.A., D.C.L. Chichele Professor 
of Intérnational Law, All Souls’ Col- 
lege, Oxford at the International Law 
Conference London in 1943. 

“The occupant does not succeed, 
even provisionally, to the status or 
rights of the sovereign whom he has 
displaced. On this point we regard as 
correct the following statement of 
W.£E. Hall: ‘The acts which are 
permitted to a belligerent in occu- 
pied territory are merely incidents 
of hostilities, the authority which he 
exercises is a form of the stress 
which he puts upon his enemy, the 
rights of the sovereign remain intact, 
and the legal relations of the popu- 
lation towards the invaders are un- 


changed” (International Law 8th 
edition p.558). Consequently, the 
occupant has, tunder _ international 


law, only limited rights of jurisdic- 
tion and administration; his acts in 
excess of these limited rights are 
null and void in law, and they are 
not entitled to legal recognition in 
any country. The rights of the oc- 
cupant do not include any right to 
dispose of property or services of 
the inhabitants for purposes other 
than the maintenance of the forces 
of occupation or of public order and 
safety in the occupied territory.” 
Occupation does not serve to dis- 
place or transfer sovereignty. The au- 
thority of the ovcupant is generally 
and in many matters specifically laid 
down in the Hague Regulations, and if 
that authority is exceeded the legi- 
timate sovereign, when it regains pus- 
session of the territory, may repudiate 
any unauthorised acts done and de- 
clare the consequences thereof invalid. 
In a belligerent’s own country ex- 
ceptional war measures may be taken 
against the business and property of 
the enemy. In Britain in the recent 
war Custodians of Enemy Property 
Were appointed “with the view of pre- 
venting the payment of monies to ene- 
ries and of preserving enemy propei- 
ty in contemplation of arraugements to 
ibe made at the conciusion of peace.” 
In the occupation of Italy and Ger- 
many, however, Britain while provid- 
ing for the blocking and control of 
property, avoided any provision for 
the appointment of custodians or liqui- 
dators of private property or for the 
pee of debts appertaining there- 
oO. 
_ The distinction was made quite clear 
in the Treaty of Versailles and in the 
decision of the Mixed Arbitral Tribun- 
als which followed World War I. 
While the Versailles Treaty (Articles 
297-8) recognised the validity of ex- 
ceptional war measures, legislative, 
judicial and others taken with regard 
to enemy property in Germany itself, 
it specifically declared that all mea- 
sures of transfer in invaded or occu- 
pied territory such as those which af- 
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fected the ownership of enemy proper- 
ty by transferring it in whole or in 
part to a person other than the enemy 
owner without his consent and mea- 
sures directing the sale, liquidation or 
devolution of ownership or the cancel- 
lation of titles or securities were all 
void. 

The principles were not new. They 
were recognized by the United States 
Supreme Court as early as 1863 during 
the American Civil War, e.g. in Plan- 
ters Bank v. Union Bank it was held— 

“And it is by no means to be ad- 
mitted that a conquering power may 
compel private debtors to pay their 
debts to itself and that such pay- 
ments extinguish the claims of the 
original creditor. It does indeed ap- 
pear to be a principle of internation- 
al law that a conquering state, after 
the conquest has subsided into gov- 
ernment may expect payment from 
the state debtors of the conquered 
power, and that payments to the 
conqueror discharges the debt, so 
that when the former government 
returns the debtor is rot compellable 
to pay again. But the principle has 
no applicability to debts not due to 
the conquered state.” 


Authorities abound on this point and 
it may suffice to quote from Lauter- 
pacht’s Edition of Oppenheim’s Inter- 
national Law (6th edition p.313). 


“Nor may the occupant liquidate 
the businesses of enemy subjects in 
occupied territories, although he can 
control them, and must certainly not 
sell their real estate even if the pro- 
ceeds are to be handed to them after 
the war.” 

The main provisions of International 
Law governing the occupation of ene- 


my territory are laid down in the 
Hague Regulations 1907. 

“Art. 43: The authority of the 

power of the State having pass- 


ed de facto into the hands of the 
occupant, the latter shall do all 
in his power to restore, and ensure, 
as far as possible, public order and 
safety, respecting at the same time, 
unless absolutely prevented, the laws 
in force in the country.” 


Art. 46: Private property cannot 
be confiscated. 
“Art. 53: An army of occupation 


can only take possession of cash, 

funds, and realizable securities which 

are strictly the property of the 

State.” 

The occupant has’ therefore under 
International Law only limited rights 
of administration. His acts in excess 
of these limited rights are null and 
void in law and they are not entitled 
to legal recognition in any country. 

For these reasons the appointment 
of liquidators by the Japanese with the 
power to collect debts owing to banks 
placed in liquidation was illegal. The 
payments to such liquidators could not 
operate to discharge the debts, and it 
is immaterial whether such payments 
were made in good currency or in oc- 
cupation currency as they were not 
made to the rightful creditors or to 
anyone authorised by them or by 
operation of law to receive the money. 
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PAYMENTS IN 
CURRENCY 


OCCUPATION 


Although payment to the liquidator 
even in good dollars cannot be deemed 
to be a valid payment of a debt to a 
creditor who has not received the 
money, it is interesting to consider the 
position of Cebtors who purported to 
pay in occupation currency. 

Such currency as the Military Yen 
cannot be regarded as anything more 
than token paper; it implied no under- 
taking to pay to bearer on demand or 
otherwise and it had no backing-what- 
soever. The creation of currency which 
is legal tender is the privilege of 
sovereignty, and the Japanese accord- 
ing to the Hague Regulations were 
bound to respect the laws of the occu- 
pied territories unless absolutely pre- 
vented. 

The flooding of the occupied terri- 
tories with fantasticaily inflationary 
effects, the imposition of artificial rates 
for the exchange of local money and 
of the money of the occupant, and 
manipulations of the currency for the 
enrichment of the occupant at the ex- 
pense of the inhabitants of the occu- 
pied state constitute a method of loot- 
ing and pillage which is not required 
for legitimate reasons and is contrary 
to the spirit of International Law. 

The report of a Committee of the 
International Law Conference in Lon- 
don 1943 deals with this type of loot- 
ing as follows:—- 

“Nothing has been more devastat- 
ing to the national economy of occu- 
pied countries than this form of loot- 
ing to which not even the faintest 
allusion is made in the Regulations, 
it being a new device entirely out of 
keeping with the assumptions at the 
basis of that document. The infla- 
tionary measures serve at tne same 
time the co-ordination of the mone- 
tary system of the occupied country 
with that of Germany (already 
heavily inflated) and the exploitation 
for the benefit of the Central Reich 
authorities of the available resources 
of the occupied territories; they en- 
ter thus into a system of policy and 
government which is on another 
plane altogether than that of belli- 
gerent occupation.” 

This condemnation is equally appli- 
cable to the sarne practice carried out 
by the Japanese. 


In the same year 1943 the Govern- 
ments of the Allied Powers issued a 
general warning to all concerned in the 
matter of acts of dispossession ecommit- 
ted in territories under enemy occupa- 
tion. 

The following are extracts from the 
Inter-Allied Declaration : — 

“His Majesty’s Government in the 
United Kingdom have today joined 
with sixteen other Governments of 
the United Nations and with the 
French National Committee in mak- 
ing a formal Deciaration of their de- 
termination to combat and _ defeat 
the plundering by the enemy Powers 
of the territories which have been 
over-run or brought under enemy 
control. 

“The systematic spoliation of oc- 
cupied or controlled territories has 
followed immediately upon each 
fresh aggression. This has taken every 
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sort of form, from open looting to 
the most cunningly camouflaged fin- 
ancial penetration and it has extend- 
ed to every sort of property—from 
works of art to stocks of :commodi- 
ties, from bullion and bank notes to 
stock and shares in business and fin- 
ancial undertakings, but the object 
is always the same—to seize every- 
thing of value that can be put to the 
aggressors’ profit and then to bring 
the whole economy of subjugated 
countries under control so that they 
must enslave to enrich and streng- 
then their oppressors. ....... oer 
“Accordingly the , Governments 
making this Declaration and =the 
French National Committee reserve 
all their rights to declare invalid any 
transfers of, or dealings with pro- 
perty, rights and interests of any 
description whatsoever which are, 
or have been situated in territories 
which have come under the occupa- 
tion or control direct or indirect of 
the Governments with which they 
are at war, or which belong or have 
belonged to persons resident in such 
territories. This warning applies 
whether such transfers or dealings 
have taken the form of open looting 
or plunder or of transactions appar- 
ently legal in form, even when they 
purport to be voluntarily effected.” 

There can be no doubt that the liqui- 
dation of the banks in Japanese occu- 
pied territories and the financial ex- 
ploitation by means of the issue of 
token .currericy in unwarranted quan- 
tities and in fraud of the inhabitants 
come squarely under the condemnation 
of the London Declaration. 

The issue of occupation currency in 
the way it was effected by the Japan- 
ese grossly exceeded the normal exer- 
cise of the functions of an occupant 
and it follows that payments made in 
occupation currency except with the 
consent of the creditor are null and 
void. 

Any country that upheld the acts of 
the Japanese in this respect would in 
effect be upholding the validity of one 
of the most iniquitous acts of our com- 
mon enemy. 

On that ground President Truman 
of his own conviction and on the ad- 
vice of his State Counsellors vetoed 
the proposition of the Philippine Con- 
gress to validate payments made in oc- 
cupation currency. 


GOOD AND BAD FAITH 


In Hongkong the dollar was allowed 
in circulation up to May 31, 1943: 
thereafter it was prohibited and the 
Military Yen became tne only medium 
of payment allowed by the Japanese. 
Up to May 31, 1943 the Japanese had 
been anxious to acquire all the dollars 
they could extract from the people un- 
der their rule. Before that date pres-~ 
sure was in some if not many instances 
brought to induce debtors to pay their 
debts and debtors were permitted to 
pay a proportion of their debts in Mili- 
tary Yen provided they paid a percent- 
age in good dollars. 

It is very significant that many large 
debtors uniformly paid about one fifth 
in dollars and the balance in Yen at 
four to one. Dollars were of course 
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being hoarded and taken from the Col- 
ony and debtors could plead that dol- 
lars were hard to get and Yen plentiful. 
But it was a tempting arrangement to 
seek discharge of a debt even at the 
sacrifice of a proportion in good dol- 
lars. 

There is no evidence of any pro- 
clamation or order to compel anyone 
to pay his debts in Yen nor of any 
pressure except to pay in dollars. 

Those who paid in dollars get full 
credit under the proposed legislation 
for the amount so paid although it was 
neither in fact nos in law a payment 
to the bank. The question may be 
asked whether*the balance paid in Yen 
was made with the conscientious be- 
lief that it was payment to the bank. 

Many big merchants paid in order to 
secure the release of their goods which 
they were able to sell at handsome 
profit. Others may have paid to save 
their mortgaged property, or to save 
themselves from unwelcome _ conse- 
quences. 

But they did not pay with the sin- 
cere intention of repaying the bank 
the loan which they had obtained in 
good currency. They did not pay un- 
der any pressure from the bank or 
with the bank’s consent nor was pay- 
ment in fact made to the bank at all. 

Payments in Yen were made from 
choice not compulsion. 

At least half the total payments 
made to the liquidators were made af- 
ter May 31, 1943 and all in Military 
Yen. After that date there is no evi- 
dence of any pressure being brought 
to bear and it was natural that the 
Japanese shoud apply no pressure for 
payment in Yen which they could print 
at will. The liquidators periodically 
sent the usual statement of account 
and demand notes and there is am- 
ple evidence that many debtors volun- 
tarily paid and in some cases asked 
leave to pay their debts which in that 
period could only be paid in Yen. 

The fortunes of the Japanese were 
then rapidly falling; there was no con- 
fidence whatsoever in the Yen which 
was rapidly becoming worthless but 
debtors were able at a small sacrifice 
to sell securities especially those with 
a market abroad or in sterling and take 
a chance on wiping away their over- 
drafts at the artificial rate of four 
Hongkong dollars to one Yen. 

Such debtors deserve no considera- 
tion. They took the risk and lost and 
yet by the proposed legislation they are 
treated as having paid part of their 
debt to the bank. 


Wise Judgment in the Philippines 


Suffice it on this topic to quote from 
the dissenting judgment of that great 
wise and righteous judge, Judge Hil- 
ado in the recent Philippine case of 
Haw Pia v. China Banking Corpora- 
tion with which two of his colleagues 
concurred— 

“Were the payments made in good 
faith? Most assurely not. Not alone 
by the precepts of positive law, but 
by the most rudimentary princi- 
ples of natural justice ingrained in 
the good conscience of man, it is not 
good faith, it is not fair, it is not 
right, for a debtor, who before the 
war solicited and received a loan in 


good sound Philippine Pesos, to pay 
it with the depreciated and utimate- 
ly worthless war notes or “military 
pass-money” of the Japanese occu- 
pant. 

‘If the Japanese army of occupa- 
tion had not meddled at all with the 
contractual relations between Haw 
Pia and the China Banking Corpora- 
tion, created before the war when 
the former applied for and obtained 
the loan or overdraft from the latter; 
there could be no question that it 
would have been against conscience 
for the debtor to pay or to offer pay- 
ment with the Japanese “military 
pass-money,” unless, of course, the 
creditor voluntarily agreed to that 
medium of payment. 

“Now, supposing the Japanese army 
had ordered Haw Pia to pay that 
debt with those war notes: would 
that order have changed the ques- 
tion of conscience, let alone for the 
moment the legal ‘situation, as be- 
tween debtor and creditor? Could 
such an order have made right what 
was essentially wrong? just, what 
was essentially unjust? fair, what 
was essentially unfair? As between 
debtor and creditor, the former’s 
conduct would only ‘have been in 
good faith, if she had persisted . in 
her determination to pay her credi- 
tor (at least after the end of the oc- 
cupation) in the same currency that 
she borrowed from it when she was 
in need, regardless of the illegal and 
unjust interference of the meddle- 
some invader—if she had treated the 
interference as a matter exclusively 
between her and the latter, not af- 
fecting her innocent creditor whose 
responsible officials were in the con- 
centration camp, absolutely deprived 
of any say in the matter. 

“But what is Haw Pia’s attitude 
here? Planted upon the ground that 
pursuant to Administrative Ordin- 
ance No. 11 she has paid to the Tai- 
wan Bank, during the occupation, an 
amount in Japanese “military pass- 
money” equal to her pre-war in- 
debtedness to the China Banking 
Corporation in genuine Philippine 
currency, she contends that she now 
owes her said creditor exactly no- 
thing. In other words, she would 
profit by the illegal.and unauthoriz- 
ed acts of the Japanese occupant 
under the pretended liquidation. If 
she had done without Japanese in- 
tervention what she did with or un- 
der it, to say the least she would 
have committed a_ fraudulent act. 
We take it that if it had only been 
possible for the: creditor, if informed 
of what was going on outside the 
camp, to ask her why she was mak- 
ing payment in those war notes. she 
would have replied that she realised 
it was not the right thing to do but 
that she was acting under Japanese 
pressure, But if now, that the pres- 
sure has ceased she would assert the 
legality of the act. and contend that 
she has: been discharged therebv, she 
becomes a ‘particeps criminis’.” 

“But more than this. the law right- 
ly extends still a wider protection 
over the innocent creditor. As held 
by this Court, through Chief Justice 
Arellano, in Fanganiban vs. Cuevas, 
7 Phil. 477, 485: 
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“The payment made by Fangani- 
ban to the revolutionary government 
of the 1,300 pesos which he should 
have paid to Francisco Gonzales in 
order to redeem the property, could 
not have extinguished the obligation 
incurred by him in favour of the lat- 
ter. The supreme court of Spain, in 
a judgment rendered on the 28th of 
February, 1896, said: “The payment 
of the debt in order to extinguish 
the obligation must be made to the 
person or persons in whose favour it 
was incurred or to his or their duly 
authorized agent. It follows, there- 
fore, that the payment made to a 
third person, even through error and 
in good faith shall not release the 
debtor of the obligation to pay and 
will not deprive the creditor of his 
right to demand payment. If it be- 
comes impossible to recover what 
was unduly paid, any loss resulting 
therefrom shall be borne by the de- 
ceived debtor, who is the only one 
responsible for his. own acts unless 
there is stipulation to the contrary 
or unless the creditor himself is res- 
ponsible for the wrongful payment.” 

“We have adverted to. the possi- 
bility of the debtors saying that, if 
they did not pay even only in Jap- 
anese military notes, any of the fol- 
lowing consequences might befall 
them: 

(1) That they might be punished 
with death (although Administrative 
Ordinance No. 11 contains no such 
threat) 

(2) That they might be tortured’ 
(neither did the ordinance contain 
this threat). 

(3) That their mortgaged proper- 
ties securing their debts might be 
foreclosed upon (the ordinance did 
contain this sanction). 

“Suppose these debtors, or any of 
them, acted as they did, because they 
were afraid to be killed or tortured’ 
or to lose their mortgaged properties 
in an auction sale, if they did not. 
Will the ‘equities of the case’—‘the 
question of conscience’—argue in: 
their favour and against the credi- 
tors? that is, that we should hold’ 
them discharged from their aggre- 
gate obligations amounting to Pesos: 
34,311,330.14 and condemn the inno- 
cent creditors to the total loss of 
their legitimate investments? If the 
debtors, or any of them, made pay-- 
ment with the ‘military pass-money” 
because they verily believed the 
Japanese would kill them if they did 
not—and not because they wanted to: 
practise a fraud upon their creditors: 
by taking advantage of that oppor- 
tunity to wipe out their obligations 
with cheap and ultimately worthless 
money—in that case they made the 
payment for the exclusive purpose 
of saving their lives or limbs. They 
saved both. Does equity still de-. 
mand that the just rights of the in- 
nocent creditors be also annihilated 
although this consequence could not 
have been intended by the debtors 
(who in the present hypothesis are 
supposed to have acted in good 
faith)? If, again, they made pay- 
fhent with those war notes, not to- 
thus defraud their creditors but sim- 
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ply because they feared that their 
mortgaged properties might be auc- 
tioned off, we see that they saved 
those properties. - Does good con- 
science counsel that we confer upon 
them the special bounty of complete 
liberation from their just debts, al- 
together beyond their intention? 
And yet if we are, lastly, to assume 
that when they made those pay- 
ments they intended to avail them- 
selves of Administrative Ordinance 
No. 11 in order to pay with a differ- 
ent, inflated and ultimately valueless 
currency what they owed their credi- 
tors in sound money of this country, 
then they acted fraudulently, illegal- 
ly and inequitably: and this Court 
is not here to aid them. 

“Granting that neither party is to 
be blamed for the acts of the Japan- 
ese, the fact remains that it was the 
debtors who were illegally ordered 
to pay, they were the victims of the 
illegal order, and while they thereby 
acquired the right to lay a claim 
against the guilty party, they cer- 
tainly are not authorized to visit the 


consequences upon the _ innocent 
creditors. So far as these were con- 
cerned, their responsible officials 


were in the concentration camp, and 
under the Jaw so long as they were 
not legally paid, and their rights 
have not been prescribed, they 
would always preserve their credits.” 


Judgment in the United States 


The positior. in fine is that an errone- 
ous, even if bona fide, belief of the 
Gebtor that the Japanese occupant had 
the power to do what he did in res- 
pect of collecting payments from 
debtors, did not validate the payments 
as long as the banks were not paid, 
The judgment of the United States 
Supreme Court in Williams v. Bruffy 
stands unchallenged— 

“But debtors not being tangible 
things subject to physical seizure and 
removal, the debtors cannot claim 
release from liability to their credi- 
tors by reason of the coerced pay- 
ment of equivalent sums to any un- 
lawful combination. The debts can 
only be satisfied when paid to the 
creditors to whom they are due, or 
to others by direction of lawful au- 
thority. Any sum which the unlaw- 
ful combination may have compelled 
the debtors to pay to its agents on 
account of debts to loyal citizens, 
cannot have any effect upon their 
obligations; they remain subsisting 
and unimpaired.” 


The Position in Hongkong 


It may confidently be assumed that 
British Courts would hold that all pay- 
ments to the Japanese liquidators were 
invalid in their effect to discharge pre- 
war debts. 

The proposed legislation goes a long 
way in that it validates all payments 
made in good currency, although the 
payments never reached the creditors; 
it also makes a generous concession at 
the expense of the creditors to those 
who paid in Yen many if not most 
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of whom cannot be said to have paid 
in good faith and with an honest be- 
lief that they were repaying the loans 
to the banks which had given them 
good sound currency before the war. 

Some of the debtors feel, however, 
that they have been the victims of 
circumstances beyond ttheir control; 
some may have been willing victims 
but at this late stage they object to 
meeting -their obligations or to admit 
that they owe anything. 

The banks, however, have been ask- 
ed to make a very substantial sacri- 
fice and have been kept without their 
money for six and a half years. They 
will strongly and rightly object to any 
further concessions. 

The Bill has now been before the 
public for two and a half months and 
all parties have had ample time to 
study it and make whatever repre- 
sentations they wish to make to Gov- 
ernment. It is now left for Govern- 
ment to put the issue to the test of 
the legislature as the best possible 
balance between the two claims to 
rights in law and in equity. 

The sooner this is done the better 
it will be for the community in gen- 
eral and, the sooner the suspense of 
the moratorium will be lifted which 
has for so long been hanging like a 
pall over the liberated territories. 


* * * 
PRESIDENT TRUMAN'S’ STATE- 
MENT ON THE PHILIPPINE 
GOVERNMENT'S “MICKEY 


MOUSE” BILL 


I have today indicated my disappro- 
nal of an Act recently passed hy the 
Philippine Commonwealth Congress 
previding for the validation of pay- 
ments made in Japanese “Mickey 
Mouse” money during the period of the 
Japanese invasion of. the Philippines. 

I have written a letter to Common- 
wealth President Sergio Osmena stating 
in part that “it is my considered opin- 
ion that if this Act should become law 
it would tend to retard rather than to 
advance the economic rehabilitation of 
the Philippine Islands and would offer 
neither relief nor protection to loyal 
citizens of the Philippines, the United 
States, or other Allied countries who 
were deprived of valuable rights wid 
assets by the Japanese authorities 
during the invasion of the Philippines.” 

The bill passed by the (Common- 
wealth Congress clearly affects the 
currency of the Philippines and there- 
fore cannot become law without my 
approval under the terms of _ the 
Tydings-McDuffie Act and the Philip- 
pine Constitution of which the Tydinys- 
McDuffie Act is a part. 

The Commonwealth Act which I am 
nou disupproving would give legal 
approval to transactions and payments 
made under the brutal Japanese regime 
without regard for the actual value of 
the Japanese-backed currency in which 
such payments were made. It would 
give official sanction to acts by Jap- 
anese officials in forcing the liquida- 
tion of business and accounts of loyal 
Filipinos, Americans and Allies who 
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were imprisoned by the Japanese, It 
would have a most harmful effect on 
the Philippine financial structure which 
it is our hope and desire to see streng- 
thened in preparation for independence. 
It would work to the benefit of persons 
who did business with and under the 
Japanese to the prejudice of those who 
were loyal both to the Philippine 
Commonwealth and to the United 
States Government, 

In, October 26, 1945, I issued, instruc-. 
tions to the Secretary of the Treasury 
ana the United States High Commis- 
sioner dealing with the problem of the 
Japanese fiat money. I stated, in part 
—-“while it would be against the pub- 
lic interest to validate completely these 
contracts and settlements (made during 
Japanese invasion with Japanese- 
backed currency) a measure is needed 
to serve as a standard for judgments 
between debtors and creditors.” 

United States High Commissioner 
Poul V, McNutt, in consultation with 
U.S, Treasury officials, with Philip- 
pine and American business leaders, 
and with Commonwealth officials, 
worked out such a standard, The 
Philippine Congress rejecied that pro- 
posal and enacted a measure in effect 
validating certain invasion payments. 

I do not know what. motives actuat- 
ed the Philippine Congress in taking 
this step, but I cannot properly dis+ 
charge my responsibilities to the people 
of the Philippines without disapprov- 
ing this act. 

The United States has the implacable 
obligation of preparing the Philippines 
for independence and of helping to 
preserve that independence, That im- 
plies our assistance in measures for the 
restoration of the Philippine economy 
so tragically ravished by war. During 
the short period in which our sover- 
eignty remains in the Philippines, we 
must move swiftly to secure the Philip- 
pine financial structure in every way 
possible because the good faith of the 
United States is involved in the sound- 
ness of Philippine ‘currency until in- 
dependence. I cannot sanction mea 
sures which, in my Opinion and the 
opinion of my advisers, undermine that 
currency and give validity to the acts 
of our common enemy. 


Commissioner McNutt has strongly 
recommended that I take this action. 
Secretary of the Interior Harold Ickes 
has endorsed the recommendations of 
the Commonwealth Government, but 
in doina so, I am keeping faith with 
the Philippine pecple. 


bal * * 


A LETTER ADDRESSED BY PRESI- 
DENT TRUMAN TO PRESIDENT 
OSMENA. 


Philippine Commonwealth House Bill 
No. 647 (Senate Bill No. 51) titled “An 
Act governing payment of monetary 
cbligations incurred or contracted prior 
to and during Japanese invasion of the 
Philippines, and for other purposes,” 
adopted by the Fifth Special Session 
of the First Congress of the Common- 
wealth of the Philippines on December 
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20th, 1945, and approved by you on 
January 18th, 1946, has been presented 
to me for consideration.. This bill 
clearly effects the currency and is, 
therefore, an act which falls within the 
provisions of the Tydings-McDuffie 
Act and the ordinance appended to the 
Philippine Constitution. , 

It is my considered opinion that if 
this Act should become law it would 
tend to retard rather than advance the 
economic rehabilitation of the Philip- 
pine Islunds and would offer neither 
relief nor protection to loyal citizens 
of the Philippines, United States or 
other Allied countries who were de- 
prived of valuable rights and assets by 
the Japanese authorities during the 
invasion of the Philippines, 

Therefore, Commonwealth Act No. 
727 (House Bill No, 247: Senate Bill 
51) is hereby disapproved. 


s e e s 


A LETTER ADDRESSED TO PRESI- 
DENT TRUMAN BY MR. MCNUTT 


An enrolled copy of Philippine 
Commonwealth House Bill No. 647 
(Senate Bill No. 51) titled “An Act 
governing payment of the monetary 
obligations incurred or contracted prior 
to and during Japanese invasion of the 
Philippines and for other purposes” is 
herewith enclosed, This bill was pass- 
ed by the Congress of the Common- 
wealth on Dec, 20th, 1945, during the 
Fifth Special Session of the First Con- 
gress and was approved by President 
Osmena on Jan, 18th, 1946. , 

House Bill No, 647 does not provide 
that it shall become law upon approval 
of the President of the United States 
but merely _ states: “This. —Act 
shall take effect upon its approval.” 
My legal adviser informs me that the 
bill clearly “affects currency” and ac- 
cordingly falls within the provisions ofi 
the Tydings-McDuffie Act and of the 
ordinance appended to the Philippine 
Constitution. Therefore in my opinion 
it cannot take effect unless approved 
by you. I so advised President Osmena 
in writing, and in reply he stated: “In 
connection with House Bill No. 647 
which I signed yesterday, I wish to 
inform you that if you feel this mea- 
sure should be submitted to the Pre- 
sident of the United States for final 
action, I would have no objection to 
your doing so.” 

It is strongly recommended that 
House Bill No. 647 be not approved, 
for the following reasons: 

1. It will validate all payments 
made in Japanese fiat pesos during the 
Japanese invasion on obligations incur- 
red prior thereto and will deny to in- 
jured parties the right to contest im 
the Courts validity of such payments. 

2. It will benefit enemy collabora- 
tors and subjects of Axis powers, will 
ratify certain acts of Japanese liquida- 
tors and will offer neither relief nor 
protection to many loyal Filipinos, 
American citizens and citizens of Allied 
countries who were deprived of valu- 
able rights and assets by Japanese dau- 
thorities. 

3. It will vratify various acts of 
banks and other institutions including 
the Government - owned Philippine 
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HONGKONG TOWN PLANNING & 
INDUSTRIALISATION 


The planning of the industrial de- 
velopment of Hongkong has made 
much progress since the establishment 
of the Colony’s “Development Commit- 
tee” (in July 1946) in accordance with 
the wishes of the Secretary of State 
and the provisions contained in the 
Colonial Development & Welfare Act, 
1945. The Committee, composed of 5 
Government officials and prominent 
members of the community, is to draw 
up a comprehensive Ten-Year Develop- 
ment Plan which is to be financed from 
the following sources: (1) An alloca- 
tion from H.M. Government (under the 
Act of 1945), amounting provisionally 
to £1 million; (2) Appropriations from 
current Revenue; (3) Public loans; (4) 
Investment by private trade and enter- 


prise. 

The Development Plan is to be 
graded in priority categories 
which comprise as far as_ tiong- 
kong is concerned Town  Plan- 


ning and Industrial Premotion. Se- 
fore the Plan can be made public it 
has to be considered first by the Col- 
onial Economic & Development Coun- 
cil, being a committee of experts es- 
tablished by the Colonial Office, and 
then will have to pass for final deci- 
sion to the Secretary of State and H.M. 
Treasury. 


Housing & Town Planning 


At present very far-reaching plans 
for the modern planning of Hongkony 
are under study in London, based on 
recommendations and the survey of 
Prof. Sir Patrick Abercrombie in con- 
junction with Hongkong: Public Works 
Department (Town Planning Section) 
and the Development Committee 
(Housing & Town Planning Sub-Com- 
mittee). 

The eventual transfer of the exten- 
sive Royal Naval and Military lands in 
the centre of the city to Government 
and private ownership will fundamen- 
tally influence the future construction 
of the new Hongkong. The Services 
are expected to obtain, at no cost for 


National Bank, whose operations were 
controlled and directed by Japanese 
authorities which are inimical to the 
interests of many citizens of. the United 
Nations. 

4. It will make completely insol- 
vent life insurance companies which 
operated in the Philippines under the 
direction and control of the Japanese 
authorities by validating payment of 
obligations due to such companies and 
acceptance by them of Japanese fiat 
pesos in pre-payment of premiums and 
for purchase cf annuities and paid-up 
policies, which will result in material 
loss to persons who had policies in 
force with such companies prior to 
Japanese invasion, 

5. The enactment of this debtor- 
creditor legislation will validate acts 
of the invader benefiting collaborators, 
which will retard economic and politi- 
cal rehabilitation of the Philippines.” 


them, alternative sites more welcome 
for the Forces than parts of present 
establishments; and the sprawling 
business world will then quickly take 
up the large and most desirable spaces 


to be vacated by H.M. Forces, the 
Royal Naval Dockyard etc. 
Simultaneously with these develop- 


ments there should be taken in hand 
the further expansion of the harbour 
and its facilities, both on the Island 
and the Mainland. Port development 
is one of the principal objectives in the 
Town Planning Scheme. The construc- 
tion of the modern air port of Hong- 
kong may be delayed until the over-all 
plan has been approved and the site: 
for the air port has been, in accordance 
with the rest of the schemes, decided. 

Private enterprise has already given 
much impetus to the active promotion 
of commercial and industrial activity 
in the Colony. In the midsts of an un- 
precedented building boom it is no 
longer surprising to learn of ever more: 
ambitious plans. The expected con- 
structions of a number of skyscrapers: 
here, many of which are now well un- 
derway, should greatly reduce the ex- 
treme shortage in office space and fur- 
ther allow of accommodation of an 
ever swelling stream of arriving for- 
eign merchants and traders. 


Industrial Development 


Since Hongkong is a great entrepot 
and has recently shown much promise 
to become a major centre for manu- 
facturing industries, the local impor-- 
tance of agriculture, fishing and mining 
has always been overlooked. This was 
and is due to the relatively insignifi- 
cant role these three economic activ- 
ities have played in the life of the 
Colony. 

Next to housing construction and the 
planning of new residential and indus- 
trial areas, and the building of roads 
and modernisation of the city, is the 
active promotion of new and old manu- 
facturing industries in the Colony. 
Here it will devolve on private enter- 
prise to grasp the opportunities offered 
and to develop them and to create 
prosperity for a much larger number of 
people than live and work today in 
Hongkong. 

Large investments in local indus- 
tries has already been recorded last 
year and the trend for this year is 
most encouraging. Local, China and 
other foreign interest in the establish- 
ing of a large number of new manu-- 
facturing enterprises has further in- 
duced more enquiries. That Hongkong 
is now on its way towards industrial- 
isation is a fact which has been much: 
noted abroad. The potentiality of 
Hongkong as a competitive industrial 
producer is well studied not only in 
neighbouring countries but also by 
many leading industrial executives im 
the advanced nations of the West. 

The transfer of factories from Shang- 
hai and other parts of China to the 
Colony and the establishment by Chin- 
ese financiers and promoters of new 
enterprises in Hongkong has been mo- 
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tivated in the past by the justified an- 
xieties felt in China about the contin- 
ual deterioration of every aspect of life 
in China. But apart from the mount- 
ing inflation, spreading civil war, cor- 
ruption and civic insecurity in China, 
most newly established manufacturers 
have found the opportunities offered 
here as more than adequate to shift 
their operations to Hongkong. 

There is growing interest also shown 
by European industrialists who have 
come to appreciate the advantages of 
working in a part of the British Em- 
pire with all the benefits amply avail- 
able which only British efficiency and 
integrity secure. 


New Factories 


A number of cotton spinning mills 
are, in addition to those already work- 
ing or preparing for early operation, 
expected to establish themselves here 
during the earlier part of 1949. 

A very important project visualises 
the establishment here of a large steel 
plant to be equipped with two Bes- 
semer furnaces, heavy rolling machin- 
ery, at a capital investment of over 
$100 million. 

Other important industrial establish- 
ments which may soon commence their 
operations in the Colony include:—a 
worsted mill; an oxygen factory; a fac- 
tory for the repair of cotton mills’ 
machinery; an electric appliances fac- 
tory (with monthly capacity of 2,000 
electric motors); several enamel ware 
factories; a food canning factory; a 
large paint factory; several metal and 
hardware factories 

An American timber company, after 
having conducted a survey, is expected 
to start a lumber mill here which will 
take on logs up to 50” girth, and will 
manufacture veneers and _ plywood 
doors, etc. 

The Taikoo Sugar Refinery, which 
was badly damaged during the war, is 
now preparing for an early commence- 
ment of production. The Refinery’s 
prewar output had the highest reputa- 
tion in the Far East and its brand was 
the most popular ones with the Chin- 
ese. The Company has ordered new 
machinery which should arrive here 
next year so as to see the Refinery in 
production in autumn of next year. Its 
refining capacity is estimate to exceed 
900 tons of sugar per week. 


Difficulties at the Moment 


The difficulty in procuring suitable 
factory sites which is bound up with 
the problem of town planning, particu- 
larly the determination and selection 
of the future industrial areas, forms 
at present a deterrent to immediate 
large-scale industrialisation. 

Another difficulty is the 
power and water supply. 

The epproval of the Hongkong De- 
velopment Plan and the allocation of 
adequate funds from all sources will 
simplify the realisation of industrial 
projects; as to an ampler water supply 
for industrial use, Government may 
construct, with funds from London and 
local resources, new reservoirs. 

With regard to the various schemes 
providing for the levelling of hills and 
reclamation of new land (for industrial 
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and residential requirements) both the 
final allocations to such purposes must 
be awaited and the decision of the 
town planners be complied with who 
will outline the sites to be levelled and 
the new land to be reclaimed from the 
sea. 

There cannot be any doubt that the 
expansion of further industrial activity 
can only be carried out in Kowloon 
and it will therefore be the China 
Light & Power Co.’s responsibility to 
prepare in time for the increasing de- 
mand by industrial bulk consumers. At 
the moment the Company is not in a 
position to supply much more electric 
current owing to lack of mains and 
generating plant. The last 40,000 kw 
for New Kowloon have recently been 
sold to a cotton mill (which has pur- 
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chased a site in Castle Peak Road next 
to Mayar Silk Mills). The Power Co. 
will have to obtain considerably more 
generating plant so as to increase its 
capacity. 


* * * s 


COOPERATION BY PRIVATE EN- 
TEPRISE IN THE PLANNED 
DEVELOPMENT OF HONGKONG 


In connection with the Colonial De- 
velopment Scheme mapped out by 
the British Government,* the Hong 
Kong General Chamber of Commerce 
has formed a Five-Man Co-ordinating 
Committee to survey the amount af 
proposed capital expenditure of its 
members in the next three years. 
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CONSTITUTION & ADMINISTRATION 
OF HONGKONG 


REPORT BY THE HONGKONG GOVERNMENT 
(CROWN COPYRIGHT RESERVED) 


The Governor and the 
and Legislative Councils 


Executive 


The Government 
derives its 


of Hong Kong 
constitutional authority 
from Letters Patent and Royal In- 
structions issued from time to time 
and is administered by a Governor as- 
sisted by an Executive Council and a 
Legislative Council. 

The Executive Council, which is 
consuited by the Governor on all im- 
portant administrative matters,  in- 
cludes the senior Military Officer, the 
Colonial Secretary, the Attorney Gen- 
eral, the Secretary for Chinese Af- 
fairs, the Financial Secretary (who are 
members ex officio) and such other 
members, both. official and _ unofficial, 
as may be appointed. At present there 
are six official members (including the 


Disclosing this to the Far Eastern 
Economic Review in an_ interview, 
Mr. J.B. Kite, Secretary of the 
Chamber, said the Secretary of State 
for the Colonies recently instructed 
the Hong Kong Government to sub- 
mit a detailed report on the _ pos- 
sible requirements of capital equip- 
ment and materials for Government 
and private enterprise development 
schemes in Hong Kong over the next 
three years. Government has asked 
the Chamber for the necessary  in- 
formation so far as members. are 
concerned. It is understood that se- 
parate enquiries are being made in 
yeened of non-members of the Cham- 
er. 


Development Committee 


The members of the Chamber of 
Commerce Committee are the Hon. 
N.O.C. Marsh (Chairman), Messrs. J. 
Finnie, L. Kadoorie, C.E. Terry, and 


J.B. Kite (Secretary),, and several 
meetings have been held already. 
The inquiry is to be conducted by 


means of a circular to all members 
of the Chamber enclosing a question- 
naire and proforma to be completed. 
This circular will be sent to mem- 
bers in the next few days, and the 
Committee hopes fo complete the in- 
quiry within a few weeks. 

The Secretary added that, although 
the members of the Committee are 
already aware of a great number of 
projects under consideration, it is 
realised that there may well be other 
plans on the drawing board and the 
hope is that members will let the 
Secretary know about these as quick- 
ly as possible. 


*In this Review of last November 26, 
a report on “Hongkong Ten-Year 
Development & Welfare Plan” appear- 
ed where the principles of the Plan 
and the working of local Committees 
was described. 


ex officio members mentioned above) 
and six unofficial members, three of 
whom are Chinese. 

The segislative Council consists of 
not more than nine official members, 
including the same five ex officio mem- 
bers listed above, and not more than 
eight unofticial members. At present 
there are eight official members and 
seven unofficial members. The proce- 
dure of this Council, with the advice 
and consent of which all legislation is 
enacted and by which all expenditure 
from public funds has to be approvec, 
is based on that of the House of Com- 
mons. 

There are three standing Commit- 
tees of the Legislative Council—the 
Finance Committee, the Law Commit- 
tee and the Public Works Committee— 
and select committees are from time 
to time set up to advise on matters be- 
fore the Council. 


The Legal System 


The English Common Law, together 
with such United Kingdom statutes as 
were in force on April 5th, 1843, or 
have since that date been expressly 
made applicable to Hong Kong, forms 
the basis of the legal system, modified 
by Hong Kong Ordinances of which an 
edition revised to 1931 was published 
in 1938. 

The constitution of the Supreme 
Court of the Colony is set out in. the 
Supreme Court Ordinance No. 3 of 
1873. The law as to civil procedure 
was codified by Ordinance No. 3 of 
1901. The Colonial Courts of Admiral- 
ty Act, 1890, regulates the jurisdiction 
of the Supreme Court in Admiralty 
cases. 


The System of Administration 


Under the general direction of the 
COLONIAL SECRETARIAT the ad- 
ministrative functions of Government 
are discharged by some thirty depart- 
ments, all the officers of which are 
members of the Civil Service. 

There are five legal sub-depart- 
ments, excluding the judiciary. 

Since 1938 the FINANCIAL SECRE- 
TARY has assumed a purely adminis- 
trative function in the Secretariat and 
under his direction the TREASURY is 
responsible for the public accounts. 
The RATING AND VALUATION DE- 
PARTMENT deals with the assessment 
and collection of rates, and _ the 
DEPARTMENT OF INLAND  RE- 
VENUE is concerned with the collec- 
tion of direct taxation levied under the 
Inland Revenue Ordinance, 1947. 

THE SUPERINTENDENT OF IM- 
PORTS AND EXPORTS is charged 
with the collection of import and 
excise duties and with the direction of 
preventive work. 

THE SECRETARY FOR CHINESE 
AFFAIRS is a senior administrative 
officer and has a wide and general res- 


ponsibility in all matters affecting the 
Chinese community 

THE LABOUR OFFICE, first estab- 
lished as a sub-department of the 
Secretariat for Chinese Affairs in 1938, 
became a separate and independent de- 
partment at the end of June, 1946: 
during 1947 the style and title of the 
cfficer in charge was altered from 
Labour Officer to COMMISSIONER OF 
LABOUR. The Labour Office is res- 
ponsible, inter alia, for ensuring that 
conditions in factories and workshops, 
particularly with regard to health and 
safety, are in accordance with the re- 
quirements of existing legislation. In 
cases of trade disputes the Commis- 
sioner does not actually arbitrate but 
provides a channel for the pursuit of 
negotiations between the parties in- 
volved. 


THE SOCIAL WELFARE OFFICER 
operates under the general direction of 
the Secretary for Chinese Affairs. 
Among his functions are included pro- 
tection of women and girls, the inspec- 
tion of emigrant ships. supervision of 
child and juvenile welfare and the 
general co-ordination of all welfare ac- 
tivities in the Colony. 

THE MEDICAL DEPARTMENT 


AND THE SANITARY DEPARTMENT 
deal with public health 


THE PUBLIC WORKS DEPART- 
MENT is concerned with roads, build- 
ings, waterworks, piers, Government 
transport anc similar matters. 


The Head of the Sanitary Depart- 
ment is, ex officio, the chairman of the 
URBAN COUNCIL. This Council’s 
functions and authority are more re- 
stricted than its title suggests, and are 
subordinate in many respects to the 
executive authority of Government. 
The Council’s power to originate sub- 
sidiary legislation in matters concern- 
ing public health and conservancy is 
subject to confirmation by the Legisla- 
tive Council. 

.LOCAL ADMINISTRATION IN 
THE NEW TERRITORIES, which in- 
clude the many islands within Hong 
Kong’s_ territorial waters, is in the 
hands of a DISTRICT OFFICER. In 
addition to his administrative duties 
this officer is magistrate and land offi- 
cer for his district, and is empowered 
to hear small debts cases and to de- 
cide summarily certain types of cases 
concerning land. The rural area was 
formerly divided into two districts, the 
northern and the southern, each under 
its District Officer, but since the re- 
occupation it has so far been found 
more convenient to have one officer 
responsible for the whole area. 

Other permanent departments are: 
THE AUDIT DEPARTMENT, THE 
EDUCATION DEPARTMENT, which 
controls the Government schools and 
supervises all private schools within 
the Colony, THE FIRE BRIGADE, 
THE MARINE DEPARTMENT, THE 
DEPARTMENT OF AIR SERVICES, 
THE POLICE DEPARTMENT, THE 
RAILWAY DEPARTMENT, THE 
POST OFFICE (which controls tele- 
communication services and broadcast- 
ing, but not the telephone service 
which is maintained by a private com- 
pany), THE PRISONS DEPARTMENT, 
and THE ROYAL OBSERVATORY. 
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Since the war a PUBLIC RELA- 
TIONS OFFICE has been set up. The 
functions of this office are not to act 
as merely a government news agency, 
for the distribution of official com- 
muniques, but to interpret Govern- 
ment policy to the public where neces- 
sary, and to keep Government well in- 
formed of public opinion. A _ public 
reading room is maintained, and is 
well patronised. Daily press confer- 
ences are held by the Public Relations 
Officer who also arranges periodical 
press conferences for Heads of Depart- 
ments, 

Another new and senior appoint- 
ment is that of THE SECRETARY 
FOR DEVELOPMENT. This officer is 
responsible for all matters concerning 
the exploitation of the Colony’s natural 
resources; under his general direction 
there have been set up four new sub- 
departments dealing with fisheries, 
agriculture, forestry, and public gar- 
dens respectively. The prewar 
Botanical and Forestry Department 
has been abolished and its functions 
absorbed by these new _  sub-depart- 
ments. 

A new office, established on Ist Jan- 
uary, 1947, is THE STATISTICAL 
BRANCH of the Colonial Secretariat. 
This office, which is equipped with a 
Hollerith installation for the tabulation 
of information, is responsible for the 
production of statistical matter of a 
specific or general nature required by 
any departrnent of Government. Dur- 
ing 1947, many analyses and reports 
were prepared by THE STATISTICAI, 
OFFICER on behalf of various depart- 
ments apart from the production of in- 
formation regarding the high cost of 
living required by the Salaries Com- 
mission. 

Several temporary departments were 
set up during the Military Adminis- 
tration and continued to function dur- 
ing the year under review. THE DE- 
PARTMENT OF SUPPLIES. TRADE 
AND INDUSTRY was established pri- 
marily to handle the large volume of 
supplies imported by Government 
after the re-occupation; by the end of 
1946, normal Government procurement 
had already been taken over by THE 
STORES DEPARTMENT, but the im- 
portation of bulk and controlled com- 
modities on Government account, the 
administration of an elementary ration- 
ing system and the administration of 
a system of price control remained 
throughout 1947 in. the hands of THE 
DIRECTOR OF SUPPLIES, TRADE 
AND INDUSTRY. 

THE CUSTODIAN OF PROPERTY 
is responsible for the control of both 
enemy and akandoned property. To a 
great extent the activities of this de- 
partment have now run down. During 
1947, the disposal of unclaimed aban- 
doned property was almost completed, 
and the settlement of claims against 
the department is expected to be final- 
ised in 1948. The department’s res- 
ponsibilitvy for disposal of enemy pro- 
perty will terminate with the signature 
of peace treaties. 

THE QUARTERING AUTHORITY 
is responsible for such improvisation 
as is possible to meet the serious 
shortage of European-type accommo- 
dation which still exists in the Colony. 
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Revised Constitution of Hongkong 


The proposals for the revised con- 
stitution of Hongkong submitted by 
the former Governor of the Colony 
(Sir Mark Young) to the Secretary 
of State were approved last year and 
an announcement, on July 23, to this 
effect was made both in the House 
of Commons and in Hongkong. The 
new constitution will give effect to 
the declared intention of H. M. 
Government to grant to the people 
of Hongkong a fuller and more res- 
ponsible share in the management of 
their own affairs. 

According to the approved pro- 
posals a Municipal Council will be 
established in Hongkong to which will 
be delegated a number of functions 
at present discharged by the Govern- 
ment, and the composition of Legis- 
lative Council will be altered so that 
an unofficial majority will be created 
instead of the official majority exist- 
ing at present. 


The Municipal Council and 30 Coun- 
cillors 


The administrative area of the 
Municipal Council will comprise the 
whole of the island of Hong Kong, 
together with the Kowloon ceded ter- 
ritory and that part of the New 
Territories which is known as New 


Kowloon. The remainder of the New 
Territories being mainly rural in 
character will not at this stage be 


included within the administrative 
area of the Municipal Council. 

There will be 30 councillors, of 
whom 15 will represent the Chinese 
and 15 the non-Chinese section of the 
Community. Two-thirds of the coun- 
cillors are to be directly elected and 
one-third nominated by professional 
or other bodies in the Colony. 

Membership of the Council will 
not be confined to persons of British 
nationality, but councillors will be 
required to speak, read and _ write 
the English language, and a residence 
qualification -of not less than ten 
years out of the preceding 15 will be 
required. Special provision will be 
made to ensure that persons who left 
Hong Kong during the period of the 
Japanese occupation shall not be 
penalised thereby with regard to 
their residence aualification. 

The term of office will be three 
years btut councillors will be eligible 
for re-election or re-appointment at 
the end of that period. Both men 
and women will be eligible for elec- 
tion to the council: the minimum age 
for a councillor will be 25. 

The council will be vresided over 
by a Chairman who will be elected 
by members of the council: the vice- 
chairman also will be elected from 
among the members of the council. 


Franchise and Voting Qualification 


The franchise will not extend be- 
low the age of 25 years.. Both men 
and women will be eligible to vote 
in Municipal Council elections. Only 
persons capable of reading and writ- 
ing either English or Chinese will be 
eligible for the vote. British nation- 
ality is not a requirement. 


With regard to residential qualific- 
ation British subjects will require to 
have not less than one year’s re- 
sidence in the Colony since attaining 
the age of 23, while the qualification 
for persons of all other nationalities 
will be six years residence in the 
Colony out of the preceding ten years. 

Only persons qualified by virtue of 
jury service or by a property quali- 


fication will be entitled to exercise 
the vote. In connection with 
the residential qualification, special 


provision is made that any period of 
absence from the Colony during the 
years 1942 to 1945 may be reckoned 
as a period of residence in the Colony, 
provided that the claimant can show 
that he was resident in the Colony 
for a total period of four years be- 


tween 1936 and 1941 and one year 

since August, 1945. 

Chinese and Non-Chinese_ Elec- 
torates 


For the Chinese electorate, there are 
to be six wards on the Island and 
four on the mainland, the boun- 
daries of which will be so fixed as to 
ensure, as nearly as possible, a repre- 
sentation proportionate to the popula- 
tion of the respective wards. 

For the non-Chinese electorate there 
will be one single constituency with 
ten seats. 

Provision for the representation of 
the Indian and Portuguese communi- 
ties in the Colony is made by an ar- 
rangement whereby if no Portuguese 
or Indian candidate receives a_ sufti- 
cient number of votes to bring him 
within the ten candidates at the head 
of the poll, then the Portuguese and 
Indian Candidates who secure the 
majority of votes cast for Portuguese 
and Indian candidates are to be de- 
clared as. elected and will displace 
from the ten persons at the head of 
the poll, the two obtaining the least 
number of votes. 


Nomination of Councillors 
Councillors will be nominated by re- 


cognised unofficial bodies as follows: 
The Chinese Chamber 


of Commerce ....... 1 Chinese 
The recognised Trade 

Unions!) * sen. 2 Chinese 
University of Hongkong 1 Chinese 
H.K. Generai Chamber 

of Commerce ....... 2 non-Chinese 
H.K. Residents’ Asso- 

ciation’) | Base Bae 1 non-Chinese 
Kowloon Residents’ 

Association! § ,. 222082 1 non-Chinese 
Unofficial Justices of 

the’ Peacelar cnescae.c0 1 Chinese and 


1 non-Chinese 


Duties of the Municipal Council 

It is intended that the Council will, 
when it is first esablished, discharge 
responsibilities with regard to the 
Fire Brigade, the parks and gardens 
and recreation grounds in the Colony, 
the licensing and control of places of 
amusement and the licensing of vehi- 
cles, 
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At a later stage, further functions 
will be delegated to if and these are 
likely to include the functions at pre- 
sent discharged by the Urban Council. 
as well as education, social welfare, 

_ public works and town planning and 
the supervision of public utilities and 
the control of franchises relating to 
them. 

In addition, the municipality will be 
the rating authority and will also act 
as agent of the Colonial Government 
for the collection of specified taxes. 


Changes in Legislative Council 


The change in the constitution of 
the Legislative Council is of a simple 
nature. At present, the Council con- 
sists, apart from the President, of five 
ex-officio members, 4 official members 
and not more than 8 unofficial mem- 
bers. 


It has now been approved that the 
number of official members shall be 
reduced by two and concurrently that 
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THE HISTORY 


Early History 


The area which now forms the 
Crown Colony of Hong Kong is first 
mentioned in Chinese histories as part 
of the territories of the Maan Tribes, 
who then inhabited the greater part of 
China south of the River Yangtse. 
About this early culture little is 
known, though pottery of the prehis- 
toric period unearthed on the islands 
of Lamma and Lantao, south and west 
of Hong Kong Island, indicates the ex- 
istence of trade with the South at a 
remote pediod. The Maan tribes of 
Kwangtung gradually accepted -Chin- 
ese culture from the close of the Han 
dynasty (3rd century A.D.) onwards, 
and by the end of the Sung dynasty 
(13th century A.D.) the local people, 
whatever their racial origin, evidently 
regarded themselves as Chinese. The 
last Sung emperor, Ti-ping, in flight 
from the invading Mongols, made his 
capita) at Kowloon on the mainland 
just opposite the Island of Hong Kong 
for a few months before his death in 
1273 A.D., and a small hill crowned 
with prominent boulders was held 
sacred to his memory until 1943 when 
the Japanese demolished it. 


The Arrival of Europeans in China 


The Arabs were already known in 
Canton in the seventh century A.D., 
but European intercourse with China 
dates from the sixteenth century when 
expeditions from the maritime states 
of Europe—Portugal, Spain, Holland 
and England—penetrated into Far 
Eastern waters in the hope of estab- 
lishing a direct trade by sea with the 
Moluccas or Spice Islands. At the end 
of the century, Queen Elizabeth her- 
self addressed a letter to the Emperor 
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the number of unofficial members shall 
be increased by one. In this manner, 
the distribution of seats on the Coun- 
cil will be 7 ex-officio and _ official 
members on the one hand and 8 un: 
official members on the other hand. 

The President will still retain his 
original and his casting vote. 


It is intended that of the 8 unofficial 
members, 4 shall be nominated by un- 
official bodies, two of them by the 
Municipal Council and one each by 
the Hongkong General Chamber of 
Commerce and the unofficial Justices 
of the Peace. 


Work in Progess 


Since the announcement of the 
Secretary of State for the Colonies’ 
approval of the constitutional pro- 
posals preparatory work has been pro- 
gressing on the detailed arrangements 
necessary for giving effect to the new 
Constitution, 
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OF HONGKONG 


of China. Though this letter was prob- 
ably never delivered it marks the be- 
ginning of official support for a whole 
series of adventurous attempts to share 
in the trade of the Eastern countries. 
At the beginning of the next century 
a monopoly, of the East Indian trade 
was created in favour of “The Gover- 
nor and merchants of London trading 
in the East Indies.” An, early trading 
station at Bantam in Java soon led to 
the extension of the sphere of action 
to Japan and China. 


European Establishments in Macao 
and Canton 


The Portuguese had already founded 
the settlement of Macao from Malacca. 
In 1681 the East India Company secur- 
ed a house in Macao and a little later 
an approach was made to Canton it- 
self. By 1715 a regular seasonal trade 
had been commenced with a shorestaff 
residing during the season in the Can- 
ton “Factories” and, during the sum- 
mer months, in the Company’s pre- 
mises at Macao. The French, Dutch 
and Americans were not long in fol- 
lowing the Company’s lead, and, by 
the end of the’ eighteenth century, 
Englishmen trading on their own ac- 
count were beginning to share the 
benefits of this precarious intercourse. 


British Intercourse with China 


Two attempts had been made to es- 
tablish normal official relations with 
China — by Lord Macartney in i793 
and by Lord Amherst in i816, but 
these were rebuffed by the Manchu 
Court at Peking. The separate trends 
which British intercourse with China 
had hitherto taken—the activity of the 
East India Company, who monopoly 
expired in 1831, and the unsuccessful 


May 19 


official missions—were united in 1834 
by the arrival of Lord Napier in Can- 
ton as His Majesty’s Chief Superin- 
tendent of Trade. 


Lord Napier’s efforts at improving 
relations with the Chinese authorities 
failed and he died in Macao in Octo- 
ber, 1834. Captain Elliot, R.N., suc- 
ceeded him as Chief Superintendent 
and for five. years negotiations were 
intermittently continued while the 
position of the British merchants be- 
came more end more difficult. 


Acquisition of the Island of Hong- 
kong and Lease of the New 
Territories 


The ultimate result of this protract- 
ed period of undeclared hostilities was 
the withdrawal of British rnedchant 
ships to Hong Kong, a blockade of the 
Canton River in 1840 and the peaceful 
occupation in January, 1841, of Hong 


Kong Island, which was then inhabit- | 


ed by a few fishermen,  stone-cutters 
and farmers and provided a notorious 
retreat for smugglers and pirates. 

The cession of the Island to the Bri- 
tish Crown was confirmed by the 
Treaty of Nanking in August, 1842. 


The Convention of Peking of 1860 
added the Kowloon Peninsula and 
Stonecutters’ Island to the Crown Col- 
ony and under a further Convention 
of Peking, signed in 1898, the area 
known as the New Territories, includ- 
ing Mirs Bay and Deep Bay, was leas- 
ed to Great Britain for a period of 
ninety-nine years. 


A Century of and 


Progress 


Development 


Almost a century of uninterrupted 
peaceful development followed the 
Treaty of Nanking. Hong Kong as a 
free port became one of the world’s 
greatest harbours and entrepots; free- 
dom of the port and freedom of en- 
trance and egress for all persons of 
Chinese race were permitted in ac- 
cordance with a policy which ensured 
for the Colony the role of entrepot 
both for the trade and for the labour 
of China’s southern provinces. 

Reclamation and _ afforestation were 
carried out; a network of motor roads 
was cut into the hills; public health 
administration and antimalarial mea- 
sures combined with the steady and 
natural growth of the city itself to 
present in 1941 a picture very different 
from that of a century earlier. 

The rich interior of China was con- 
nected ‘by railway with the wharves 
and warehouses built for the world’s 
shipping; schools and a_ university 
were established; Chinese, European 
and American air lines met in the Col- 
ony’s airport; shipyards which could 
build the hulls of 10,000 ton ships and 
docks able to accommodate the world’s 
largest liners were constructed and 
light industries were born and thrived 
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EXCHANGE & FINANCIAL MARKETS 


GOLD TRANSACTIONS 


The weak tendency and the lack of 
buying interest in China have not un- 
dergone any change last week which 
caused further decline in local rates 
and some _ nervousness of the  over- 
bought speculation with larger liquida- 
tions. 
not improve the local price must re- 
main on the easy side. 

All hopes expressed by some bullion 
dealers for dispatch of gold to India 
(via Rangoon) are pipedreams; the In- 
dian maharajahs and, their middlemen 
do not require the services of local and 
Macao bullion dealers. Nevertheless, 
some disposals of local hoards to Ran- 
goon were effected last week, approx. 
40,000 ozs. 

The highest and lowest local rates 
last week were, per tael: $322—30914, 
cross rates, per oz, moving between 
US$48 to 4844. 

The cross rates in Shanghai fluctuat- 
ed between US$52 to 54. A local tael 
sold in Shanghai last week at the 
average equivalent price of HK$345/ 
350. 

Shanghai’s outlawed but very active 
gold market started last week at CN$55 
to 61 million, (per oz.) topped 6742 m. 
and closed around 54 m. Canton’s gold 
exchange quoted gold listlessly at HK$ 
322 per tael, ruled weak, closed around 


BEL TS ES EOI EO CLT LEY LETS 
War, Occupation and Liberation 


After Japan invaded China in 1937 
the Colony became a refuge for many 
Chinese and the population grew to 
over one million and a half. Until the 
fall of Canton at the end of 1938 valu- 
able war supplies were-able to reach 
China through:Hong Kong. With the 
outbreak of war in Europe in Septem- 
ber, 1938, the position of the Colony 
became precarious, and on 8th Decem- 
ber, 1941, the blow fell. Powerful units 
of the Japanese Army, supported by 
the Japanese Air Force based on Can- 
ton, struck at the Colony. The first 
attempt of the Japanese to land on 
Hong Kong Island was repulsed on 
the night of Dec. 15th-16th, but a sec- 
ond attempt on the night of the 18th- 
19th was successful. After some bloody 
fighting on the Island, the Colony was 
surrendered to the Japanese forces on 
Christmas Day. The isolated brigade 
on Stanley peninsula held out for a 
further day before capitulating on 
superior orders. 

Hong Kong remained in Japanese 
hands for over three and a half years. 
The population fell from more than 
one and a half million to less than 
half that number, largely as a result 
of the ruthless Japanese policy of com- 
pulsorily repatriating Chinese to their 
original homes in Kwangtung. 

The Colony was liberated when 
units of the British Pacific Fleet enter- 
ed the harbour on 30th August, 1945, 
about two weeks after the capitulation 
of Japan. A brief period of Military 
Administration was followed by the 
re-establishment of Civil Government 
on Ist May, 1946. 


As long as sales to China do. 


the same price. 

Sales in the local market last week 
were:-—spot, inside Exchange, 31,955 
taels, outside 35,700; forward, for de- 
livery, 487,500 taels, for margin settle- 
ment 638,750 

Largest sellers last week were the 
native banks of Hang Seng, Wan Fat. 
Kwong Cheung and Cheung On who 
together disposed of about 40,000 taels 
for future delivery. Since these banks 
are among the leading importers, 
directly or through bullion dealers, the 
erroneous impression, previously creat- 
ed by rumourmongers to the effect that 
gold imports were now rather difficult 
tc obtain, had been dispelled. 

There are adequate stocks of gold in 
various parts of the world ready for 
shipment and prices asked by overseas 
holders range from US$42 to 43 per oz. 
Last week there was, however, a ten- 
dency to reduce such prices by 50 
cents to US$1 per oz. 

Gold arrivals, by flying boats (of 
Cathay Pacific .Airways and Trans 
Asiatic Airlines), continue’ briskly at 
Macao, mostly backlogs but also quite 
a few new orders. 

Importers are still able to earn pro- 
fits of US$2 to 3 per oz. because of re- 
duced “permit fees” as demanded by 
those native banks which peddle, on 
account of influential interests remain- 
ing always in the cosy background, 
those valuable bits of paper which au- 
thorise importers to unload gold in 
the Portuguese Colony. 

Arrivals in Macao, and subsequently 
through illicit channels, in Hongkong 
are still far in excess of the current 
level ‘of sales to China (or to Chinese 
customers who prefer to take delivery 
here and store gold in the Colony). 


The lowest estimate of local gold 
stocks in the hands of native banks 
and dealers, free or mortgaged, 


amounts to 200,000 taels.. Disposal of 
gold to China has slowed. down since 
about 3 weeks; while previously local 
exports to Shanghai and South China 
averaged 4,000 taels per day, the daily 
average of last week was less than 
1,200 taels to Shanghai and only some 
400 taels to Canton with some 100 
taels more to other South China mar- 
kets (Swatow etc.). 

The estimated weekly arrivals of 
gold in Macao continue on a level of 
100,000 ozs, mostly airlifted via Saigon 
or Bangkok. The largest single im- 
port w&s on May 9. when about 50,000 
ozs. were discharged from a T.A.A. fly- 
ing boat 

The melodramatic robbery in Bang- 
kok last week of some US$134 million 
worth of gold which was en route for 
Macao had no effect on the price posi- 
tion; the market is overstocked, specu- 
lators are overbought, sales are slow 
and no longer’ possible at fat profit 
margins; a few tens of thousands of 
ounces would not make any difference. 

The Siamese Government is very 
much concerned to retrieve as much as 
possible of the stolen gold and _ finds 
the whole affair most penible as army 
and gendarmerie and customs officers 
are involved in the gold coup. Since 
the gold shipment was, as usual. fully 
insured the importers suffer no loss. 
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The most important factors respon- 
sible for the bearish sentiment in the 
local. market, according to Mr. R. J. R. 
Elias, were as follows:— 

(1) The improved world political 
situation which restored a _ certain 
amount of confidence. (2) The marked 
improvement of sterling in world mar- 
kets which was more than sutficient to 
dispel all rumours of the devaluation 
of the pound sterling. (3) Lower gold 
prices quoted in world free markets. 
(4) The decline of gold prices in Shang- 
hai, Canton and Macau. (5) Arrivals 
of gold in Macau during the past two 
weeks, and further heavy arrivals ex- 
pected in the near future. (6) The de- 
cline of US$ in the free market in 
Hongkong tc approximately 5.30. (7) 
The extremely heavy over-bought posi- 
tion of speculators on the local -Gold 
Exchange. (8) The reluctance on the 
part of speculators to take up cash 
gold in view of the uncertainty re- 
garding the future of the Gold Market 
in Hongkong. (9) The difficulty of ar- 
ranging to remit out of China the pro- 
ceeds of gold smuggled into China. (10) 
Nervous liquidation by tired bulls. 

All the above factors were responsi- 
ble for the very weak technical posi- 
tion of the Market which caused heavy 
liquidation. 


SILVER BUSINESS 


The drop in the unofficial TT New 
York rate brought the local and Canton 
silver dealers’ prices down to more 
earthly. levels but they are still too 
high to interest exporters. Local mar- 
ket prices were $3.85 per tael, 2.48 per 
dollar coin, 1.95 per 20 cents coin. 

Sales amounted to 45,000 _ taels, 
$12,000 worth of dollar coins, and 
$64,000 worth of subsidiary coins. The 
steady New York buying price for sil- 
ver does not encourage any business. 

Silver dealers in Chinese  outports 
are apparently not in a hurry to liqui- 
date their stocks which is a conse=- 


quence of the stepped-up CN$__inifla- 
tion. 
AMERICAN DOLLAR MARKET 

Last week the unofficial cross rate 


reached US$3 while overseas markets 
recorded transactions at even higher 
rates. The local highest & lowest cross 
rates were US$3 and 2.90. 

Highest & lowest prices in the local 
unofficial market per US$100, for the 
week May 10—15:—notes HK$545--- 
528; drafts HK$548—530; TT HK$552 
—534. 

Sales in the local native banks’ mar- 
ket totatled:—TT New York US$1,176,- 
000; drafts US$435,000; notes US$244,- 
600. 

Merchant demand was_ inconspicu- 
ous. Some gold importers started to 
buy TT. When the lowest TT rates 
were registered some speculative buy- 
ing, by arbitrageurs, was noticed. 

Local exporters’ bills were actively 
offered, and. inward remittances, most- 
ly in form of drafts payable in the 
U.S. and coming from Chinese family 
remitters in America, happened to ar- 
tive in larger volume. 
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HIGHEST AND LOWESI UNOFFICIAL QUOTATIONS IN HONGKONG 
‘in Hongkong dollar per tael of gold; and per US$100) 
iz : ‘April 1948 y March 1948 February 1948 January 1948 : Year 1947 
Highest Lowest Highest Lowest Highest Lowest Highest Lowest Highest Lowest 
GOLDre. aoc n st 34444 318 354 316%, 372 331 345 295% 405 254 
(CROSS RATE IN US$ 49 461 50% 451% 543%, 51% 54 49 5716 42) 
WES NO LES aere. 575 560 588 535 575 511 522 485 581 440 
US, DRAFTS... 5 587 563 598 542 594 511 516 490 575 454 
TONE W: YORKS wees atime. Wels 594 570 608 558 604 518 530 500 593 482 
(CROSS RATE IN US$ PER £ 2.69 2.80 2.62 2.86 2.65 3.08 3.02 3.20 2,70 3.32) 
———————EQESl—— ; 
As gold importers, the by far largest ing the immediate future but in_ the G. Clarke, is taking this place); Messrs 


single buying interest, remain for the 
time being disinterested in the unoff- 
cial US$ market, the current supply 
exceeds demand and rates, in conse- 
quence, decline. This trend has been 
supported by the strength of sterling 
in overseas financial centres. 

The US note market was unusually 
active with many purchases made by 
Shanghai interests who went into the 
market for the purpose of replenishing 
the dwindling resources of Shanghai 
banks and exchange dealers. 

The general public in Shanghai 
hoards savings and surplus capital in 
US notes—apart from many other 
forms of safeguarding profits and earn- 
ings from annihilation by progressive 
and accelerated inflation—but dealers 
are chronically short of supply and 
have therefore to secure new notes. 

Hongkong remains one of the reli- 
able sources. Most notes bought here 
and transported te Shanghai originate 
from overseas Chinese family remit- 
tances (drafts being changed into 
notes) and from notes carried by over- 
seas or other returning . Chinese into 
China directly or via Hongkong. 


CHINESE MONEY MARKET 


Highest & lowest prices last week 
(per Ten million Chinese dollars) :—- 
spot notes HK$67—56, forward notes 
65—52, TT Shanghai HK$52—41. 

Sales in the local market:—TT 
Shanghai CN$3,070 billion, TT Canton 
680 billion, spot notes 113.4 b., forward 
notes 55.1 b. 

Shanghai’s unofficial market opened 
at CN$1.1 to 1.2 million per US$1, 7nd 
CN$194 to 210,000 per HK$1. Highest 
rates for the week CN$1.3 million and 
CN$243,000 per US$ and HK$ respec- 
tively. 

Canton’s unofficial rates for Hong- 
kong notes spot and forward were: — 


CN$160 to 184,000, and CN$185_ to 
209,000 respectively. 

Financial chaos is spreading in 
China. 


The deterioration of CN$ ratcs here 
would have been much more sensa- 
tional if not for the intervention cf the 
Bank of China who towards the enc of 
the week, in a move to support the 
dropping price of Chinese scrip, took 
out of the market more than CN$300 
billion. This intervention might have 
cost the Bank, acting presumably on 
orders from the Treasury and Central 
Bank at Nanking, a small fortune. 

The Bank of China was buying 
through the native bank of Sun Yuan 
who were making a profit in commis- 


sion on this CN$ deal of over HK$ 
40,000. 
Further support purchases by the 


Chinese Government may occur dur- 


face of increasing defeatism in China 
the scanty foreign exchange resources 
of Nanking will peter out against the 
swelling stream of flight capital. 

The official rate of the Taiwan dol- 
lar was again advanced by Bank of 
Taiwan to CN$312. 


BANK NOTE MARKETS 


Bank of England notes had ready 
buyers at prices up to $14.75 but sel- 
lers were few and far between. The 
New York free market sold £1. notes 
at US$2.75 to 2.85, prices which have 
not been recorded in the U.S. for a 
long time. 

While bank note rates do not mean 
anything for the merchant community, 
they are nevertheless an indication 
which way the financial sentiments 
are now swaying. Return of confidence 
in sterling as the world’s principal 
trading exchange has been general. 

The current New York rates would 
correspond to.a cress rate for a £1. 
note of HK$14.80 to 15.10. 

Indochina Piastre notes were selling 
between $10% to 11, with Ideo notes 
around $9. Transactions: spot 
2,760,000, forward 3,590,000 piastres. 
Merchant ships sailing for Naiphong 
and Saigon usually carry with them 
large amounts in  piastres against 
which Chinese merchants make pur- 
chases of exportable commodities. The 
repatriation of the large amounts of 
piastres, taken out of Indochina by the 
Chinese army in the few months of 
“liberating” northern Indochina, and 
still to some extent kept in China, is a 
slow business. 


REGISTRATION OF 
HONGKONG 


BANKS _ IN 


Under the Banking Ordinance, 1948, 
the registration of all banks and _ so- 
called native banks is about to be con- 
cluded and a list of all banking com- 
panies which have been granted per- 
mission to operate in the Colony will 
shortly be published in the Govern- 
ment Gazette. 

The Banking Advisory Committee 
which was established in conformity 
with the Banking Ordinance provision 
has been consulted in matters per- 
taining to registration of banks; the 
Committee was appointed for one year 
as from April 1, by H.E. the Governor, 
and consists of the following mem- 
bers: —The Financial Secretary (Chair- 
man) (during the absence on leave of 
the Financial Secretary, Mr. C. G. S. 
Follows, the Acting Secretary, Mr. A. 


E. W. Pudney (Commissioner, Inland 
Revenue), Kan Tong-po (Chief Man- 
ager, Bank of East Asia), H. R. Cle- 
land: (manager, E. D. Sassoon Banking 
Corp.), D. J. Gilmore (manager, Char- 
tered Bank). 


e s s s 


CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 
The Bank has opened for business 
two new branch offices, vid. one in the 
Dominion of India at New Delhi, and 
one in Changi, in the Colony of Singa- 
pore. 


s * e s 


CHINESE MONEY IN MANCHURIA 
AND NORTH CHINA 


The Communist-led governments in 
Manchuria and in those parts of North 
China which had already been since 
before 1937 under Communist adminis- 
tration as well as in those areas which 
have been taken over by the so-called 
People’s Democratic Liberation armies 
in the North during the last 18 months, 
have been issuing, through regional 
banks, their own legal tender. 

As regards Manchuria (or the North- 
East) the Communists are in full con- 
trol with exception of an insignificant 
narrow lane which the Nationalists 
still hold. The legal tender there is the 
“Liberated North-East yuan” issued by 
the state bank in Harbin. This yuan 
has no fixed exchange rate with the 
fapi (legal tender) of Central Bank of 
China. The rate. fluctuates; over a 
month ago the rate was CN$50 per one 
North-East yuan, and last week the 
rate has been, reported at over CN$100. 
There is, however, practically no 
money of Central Bank of China cir- 
culating in Manchuria. 

The North-East yuan has remained 
of stable value during recent months 
with commodity prices, wages and 
salaries being unchanged for the cur- 
rent year. ; 

Two other Communist-led govern- 
ments, in North China, have reformed 
and unified the legal tenders issued by 
their respective banks as from April 
15. The two governments are the 
principal ones in North China, viz. the 
Government of the Border Region of 
Shansi-Hopei-Shantung, and the Gov- 
ernment of the Border Region of Shan- 
si-Charhar-Hopei. 

_ Since the regions have been united. 
in the course of the military opera- 
tions, the note issues of the two re- 
gional banks have been unified in the 
following form:—one dollar of the 
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South Hopei Bank (the note issuing 
bank of the former government) equals 
ten dollars of the Bank of Shansi- 
Charhar-Hopei (the note issuing bank 
of the second named government). 
The circulation of the legal tender of 
the Nanking Government (CN$) is 
restricted in Communist-governed 
North China and open exchange rates 


fluctuate, quoting CN$ at steadily 
mounting discounts. 
When considering the circulation 


figures of CN$ as estimated by finan- 
cial circles in Shanghai it must be 
borne in mind that the area in which, 
and the population among whom CN$ 
notes (and cheques and other means of 
payment) are in use is shrinking. 

About one third of the Chinese peo- 
ple in China Proper are living under 
so-called People’s Democratic Govern- 
ments (i.e. Communist-controlled re- 
gional authorities) and the circulation 
of CN$ has practically ceased in such 
areas of North China. 


e = * cd 
KOREAN WON 


The official rate of exchange of the 
Korean won (yen) has been advanced 
last week to 90 won per HK$1l. The 
unofficial rate in Seoul moves around 
190 won per Hongkong dollar. 


s * * 2 


Settlement of Pre-War Ob- 
ligations in Chinese Money 


All Chinese official and commercial 
banks in Hongkong were instructed 
at the beginning of February 1948, 
by the National Government, to settle 
their prewar credits and debits with 
their clients which still remain unset- 
tled.. The Chinese Govt issued a 
scale of rates at which payments of 
prewar obligations had to be effected 
(vide our issue Feb. 25, pp. 178/9). 

Only two Chinese’ state banks 
operated here before the war—the 
Bank of China and the Bank of 
Communications — and these two 
banks have now decided to com- 
mence the settlement of pre-war pay- 
ment obligations. Chinese private 
banks in the Colony are not requir- 
ed by the Chinese Govt to abide by 
the regulations for the settlement 
of prewar credits and debits. 


Belated Payments 


Three months after receipt of in- 
structions from the Chinese Govern- 
ment to settle their pre-war Chinese 
dollar obligations, during which period 


the value of the Chinese national 
currency depreciated by more than 
300 percent, the local branches of 
two State banks announced by a 
joint advertisement in the vernacular 
Press that the banks would start as 
from May 10 to make payments of 
pre-war Chinese dollar deposits to 
their clients in accordance with the 
scales fixed and promulgated by the 
Chinese Government last year. 

The banks’ announcement  explain- 
ed that payments will be made uuon 
presentation by their clients of docu- 
ments relating to such deposits with 
a view to show “sympathy to their 
clients”, though the Hongkong Govern- 
ment has not yet lifted the Morator- 
ium. The announcement further stat- 
ed that payments will be made to 
their clients not in cash but in 
drafts payable in Shanghai or Canton. 

The banks however, failed to 
clarify the position of those  ciicnts 
who had contracted loans in Chinese 
currency from the banks before the 
war and which are still due. 


Fictitious Scale 
The two banks will pay depositors 


CN$1,703.462 for every dollar banked 
on August 14, 1937 (the day before 


the outbreak of the Sino-Japanese 
hostilities in Shanghai). The scale 
of payment is gradually reduced to 


CN$700.67 for every dollar deposited 
in December, 1941. 

So far as Hongkong is concerned 
the rates established by the Chinese 
Government are not corresponding to 
the depreciated. CN$ _ value. The 
existing rate at the outbreak of the 
Sino-Japanese war on Aug. 13, 1937 
was HK$0.95 to CN$1; and at the 
outbreak of the Pacific War on Dec. 
8, 1941, it was HK$1 to CN$6. 


Very Low Refunds 


According to the open market ex- 
change rate of CN$176,000 to HK$l 
on May 10 (the day the two banks 
commence such payments), every 
Chinese dollar banked on Aug. 14, 
1937 should today value CN$167,000 
and every Chinese dollar deposited 
on Dec. 8, 1941 should value CN$29,- 
333. In other words, the Chinese 
Government regulations setting CN$ 
1,703.462 for every dollar deposited 
on Aug. 14, 1937 and CN$700.67 for 
every dollar banked on Dec. 8, 1941 
does return to the depositor only 1.02 
percent and 2.4 percent respectively 
of the real value of the pre-war 
Chinese dollar deposits. 

An official of the Bank of China 
informed the Far Eastern Lconomic 


Review that depositors will be paid 
at CN$3,405.92 for every dollar bank- 
ed before Aug. 14, 1937. Accordingly, 
this scale would enable depositors to 
get back 2.04 percent of the value 
of the money they put into the bank 
on or before Aug. 13, 1937. 

The total amount of pre-war balan- 


ces, credit and debit, may exceed 
CN$30 million’ which would  corres- 
pond to a real value of some CN$5 
trillion (or approximately HK$2'% 


million at the current exchange rate). 
But at the adopted scale of payment 
of the maximum of CN$1,703.462 to 
every dollar, the CN$30 million 
balances could be settled with CN$5l 
billion, or about HK$300,000. 


Scale For Repayments 


Depositors will be paid on _ the 
basis of the following scale (unit per 
CN$ deposited): 


1937 
Aug. 14-31 $1,703.462 
Sept. i Oe 1,682.432 
Oct. ; 1,661.661 
Nov. a 1,641.147 
Dec. a 1,620,886 
Jan 1938 cg eee 1,600.875 
Feb. TT pe re 1,581.267 
March, 20° & 2 a ae 1,561.900 
Apia. 1,542.769 
May PS 1,523.873 
June Haake 1,505.209 
July age 1,486.563 
Aug. oe 1,468.563 
Sept fe, 1,450.575 
Oct. ec 1,432.809 
Nov toe 1,415.259 
Dec PE 1,397,925 
Jan 1939 1,380.803 
Feb. weet es 1,360.665 
March Se 1,340.321 
April Fate 1,321.266 
May ne ak: 1,301.997 
June ie 1,283,008 
July as 1,264.297 
Aug. ~~ 1,245.858 
Sept = 1,227.688 
Oct. SPs 1,209.783 
Nov ; = 1,192.140 
Dec ere 1,174.753 
Jan. 1940 1,157.621 
Feb. Bots 1,135.702 
March 1,114,108 
April 1,093.101 
May 1,072.403 
June 1,052.098 
July 1,032,177 
Aug. 1,012.633 
Sept 994.459 
Oct. 974.648 
Nov 956.194 
Dec 938.089 


(Continued on next page) 


cc a a 
HONGKONG UNOFFICIAL EXCHANGE RATES (IN HK$) 
CN$ (per ten million) 


Gold per Tael Spot 
May High Low High Low 
10 321 318% 59 57% 
11 322 315% 5844 56 
12 32112 310% 60 58% 
13 316 310% ~=—-60 57% 
14 315% 309% 62% 61% 
15 319% 314% 67 63 


Forward S’hai Canton US (per 100) Pound 
High Low T.T. T.T. Notes Draft T.T. IC$ Guilder Baht Note 
59% 55 47% 594 544 548 By) 41 43, 25% 14.4 
54 52 42 52 540 546 549 10% 424 25% 14.5 
541% 524% 4134 ol 528 532 538 1014 4214 2514 14.6 
584% 54% 42% 52 533 532 536 1034 4215 25% 14.7 
60% 58 48 55 534 8533 537 10% 42% 25% 14.5 
65 60 514% «54 540 540 540 if) 42% 2516 14.6 
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BUSINESS OF NATIVE BANKS AND GOLDSMITH 
SHOPS IN HONGKONG 


The two years of 1946 and 1947 
proved, for the majority of Hongkong’s 
native banks, exchange shops, gold and 
silversmiths, a period of sustained 
prosperity. Not only was the turnover 
in most. branches of business unusually 
large but profit margins were consider- 
ably higher than at any time before 
the war. Thus it was possible for na- 
tive banks and other money shops in 
the Colony to rehabilitate their enter- 
prises and modernise and expand their 
businesses. 

The principal native banks and gold 
shops are organised as members of the 
Hongkong Chinese Gold & Silver Ex- 
change Society which nas at present 
some 200 members. Many of them 
have filed their applications with the 
Financial Secretary here for registra- 
tion as licensed banking companies or 
bank shops (so-called native banks). 
The licences have as yet not been issu- 
ed but 64 native banks are assured of 
obtaining the Government’s permission 
to continue banking business in the 
Colony. 


Licenced Native Banks 


All licenced native banks can engage 
in remittance and foreign exchange 
business as well as in uther banking 
transactions. The unlicensed money 
shops and goldsmiths will only cerry 
on transactions inside the LExchange 
Society which will, however, deprive 
them of much of the lucrative proposi- 
tions open to the 64 licensed native 
banks. 

The most. resourceful and exyperien- 
ced. native banks in Hongkong whose 
success in financial operations during 
the more than two years following the 
end of war has been much talked 
about are the following :— 

Hang Seng, Dao Heng. Wing Loong, 
Wing Tai, Wing Hang, Kwong On and 
Hang Loong. These native banks 
(some of which are trading under the 
style of a limited liability company) 
dispose of adequate capital and enjoy 
all necessary credit facilities in Hong- 
kong—-both from European and Chin- 
ese commercial banks and private fin- 
anciers 

Hang Seng Bank, moreover, is con- 
nected with the leading Chinese bank 
of Macao, the Tai Fung Bank which is 
largely owned by Mr. Fu Tak-yam, the 
most prominent financier and entre- 
preneur of the Portuguese Colony. 


Wide Range of Transactions 

Most of the leading local native 
banks have direct or indirect facilities 
SEZ EAD SAE IEEE OSE (LI SEND 


Jan, 1941 920.326 
Feb. oe) 897.792 
March 875.809 
April é 854.365 
May : 833.445 
June ‘ 815.038 
July ‘ 793.710 
Aug. : 773.710 
Sept. A 754.766 
Oct. 736.285 
Nov, 2 PRSR Gs Poe as 718.257 

H cA eee. Ee te 700.670 


for the importation of gold. The daily 
constitution of the gold quotation in 
the Exchange Society is, naturally, 
strongly influenced by the 6 or 7 prin- 
cipal native banks in Hongkong. Their 
considerable reserves, the acumen prov- 
ed by their managers, the good reputa- 
tion enjoyed among Chinese and 
European clients have further tended 
to increase the volume and scope of 
these native banks’ businesses. 
Transaction in China and Far East- 
ern remittances, foreign exchange, im- 
port and export financing (on a moder- 
ate though increasing scale) and gold 
bullion form the backbone of the lead- 
ing native banks’ businesses. But 
there are also frequent deals in land 
and house speculation, mortgages, 
short-term savings and fixed accounts, 
loans against such securities as com- 
mercial banks usually do not accept. 
ample overdrafts, full or almost full 
value loans (with shares, gold, foreign 
exchange, land etc. as collateral) etc. 


Decline of Business after Chinese 
New Year 


A number of local native banks have, 
however, found business prospects for 
the current year less inviting and some 
have therefore decided to change over 
to other occupations. As from middle 
of February, coinciding with the be- 
ginning of the new Chinese year, fin- 
ancial transactions tended, ever more 
than was observed during 1947 to be 
concentrated in the hands of the few 
and more successful native banks. 

On the other hand, quite a few local 
money exchangers and smaller native 
banks have not been operating with 
sufficient capital end did not invest 
their profits in a business like manner. 


The unusual boom witnessed here in 
almost every branch of economic ac- 
tivity has attracted many inexperien- 
ced people, both locals and from the 
interior (as well as from Shanghai) 
who sensed the opportunities offered 
and wanted to exploit them as quickly 
as possible. The boom however lasted 
and there was no need to hurry to cash 
in on the present situation. 

There were also many unsuccessful 
speculators who-came out at the thin 
end and, eventually, had to borrow 
from their business friends in order to 
meet their obligations. Such debts re- 
main unpaid in the majority of cases, 
Changes in Business 

Since the start of the Lunar (Chin- 
ese) New Year one native bank 
(Cheong Yuan) had to close down its 
business. 

Three native banks, viz. Tai Cheong, 
Shun Hing and Cheong On, have sold 
their business to new companies. 

Two native banks, viz. Pao Hing and 
Yau Yu, have ‘changed over from 
banking to trading business. 

It is not unlikely that one or more 
native banks and exchange shops may 
either discontinue operations or enter 
the import-export field. 

There are innumerable money 
changers and bank shops in the Colony 
for whom in a period of steady but 
normal and not feverish expansion of 
business it might be best to consider a 
change-over to more productive enter- 
prises. 

It also appears that there are far too 
many gold shops and jewellers in 
Hongkong. The few modernised firms 
whose reputation and clientele leaves 
nothing to be desired will, in due 
course, attract more customers which 
may work out to the detriment of the 
smaller gold shops. The merger of a 
number of goldsmiths should be consi- - 
dered which at the same time may 
permit of improvement of the general 
performance of these shops. 


HONGKONG STOCK & SHARE MARKET 


A steady tone was in evidence 
throughout the week, May 10 to Mav 
14. Though business was mainly selec- 
tive there were occasional scattered 
transactions in various issues, Volume 
improved somewhat, and ended with 
102,945 shares changing hands of an 
approximate value of $3% millions, an 
increase of $% million compared with 
the previous period, 

The feature of the week was the 
firmness of H.K, Bank shares whici) 
improved to $2,100, The popular trad- 
ing counters continue to be China 
Lights and H.K. Tramways closely 
followed by H.K._ Electrics, Cements, 
Watsons & H.K, Docks, 


Higher Brokerage 


As from the 18th instant, according 
to an official notification of the H.K. 
Stock Exchange, the scale of broker- 
age will revert to 1% ad valorem for 
al] stocks with a minimum of $5, The 
brokerage on Government Loans to re- 
main unchanged at 4%. It appears 
that this has been prompted by: reason 


of the fact that a large percentage of 
the brokers have not been able to cover 
overheads since the reduction on Octo- 
ber 15th 1947. 


Price Index 


The Felix Ellis price index of twelve 
representative active local stocks 
showed, a net gain of .12 for the week. 
Day-by-day his averages were: May 
10, 145.63; May 11, 145.58; May 12, 
145.72; May 13, 145. 84; May 14, 145.72. 
The High and Low for 1947 were 155.82 
and 123.88 respectively. The High for 
1948 was 148.68 on February 12, an 
the low 148.56 on April 16. 


Company Reports 


The Report and Accounts. of the H.K. 
TELEPHONE CO. for 1947 show an 
increase of $428,678 in the net profit, 
while the Assets disclosed a net im- 
provement of $260,264 after allowing 
for all deductions for depreciatio 
dividend etc. The recommended divi- 
dend of $1.20 net on the old shares and 


1948. 


a proportionate amount on the new 
shares will absorb $712,892. The 
amount of $7.50 per share outstanding 
on 250,000 new shares were paid in 
full during 1947, The capital, there- 
fore, now consists of 750,000 fully paid 
$10 shares. To maintain the divider 
of 12% in 1948 will involve a total dis- 
tribution of $900,000 which the Com- 
pany should have no difficulty in doing 
judging by the present scale of earn- 
ings. 

The Accounts of the DOUGLAS 
STEAMSHIP CO, for 1947 showed a 
decline of approximately  $860.000 
from the working of steamers. The 
dividend of $3 per share will in- 
volve a distribution of $55,500 which 
can be maintained from dividends 
earned on Investments alone. 


Dividends 


PEAK TRAM CO, have declared a 
dividend of $1.80 Old shares and 90 
cents New shares subject to tax. 


Business Done 


GOVT. LOANS: 34% @ 101. 

BANKS: HK. BANKS @_ 2060, 
2065, 2070, 2075, 2080, 2085, 2090, 2095, 
2100; BANK of EAST ASIA @ 146%, 
145. 

INSURANCES: CANTON: @ _ 390; 
UNIONS @ 775; HK FIRE at 300; 
CHINA UNDERWRITERS @ 7, 6%. 

SHIPPING: WATERBOATS @ 39. 

DOCKS & GODOWNS: WHARES 
old @ 155; H.K. DOCKS at 34, 333%, 
33%: CHINA PROVIDENT @ 2414, 
24; S7HAI DOCK’ @ 27%, 27%. 

HOTELS & LANDS: H.K. HOTELS 
@ 18, 1734, 18, 18.15, 18:20, 18144; H.K. 
LANDS @ 83%, 84; S’HAI LANDS 
@ 5.60; HUMPHREYS at 24. 

UTILITIES: H.K. TRAMS @_ 24, 
24%, 24.10, 24.15, 24.10, 24.15; PEAK 
TRAM old @ 20.20 ex div, and new 
@ 14; STAR FERRY at 128; CHINA 
LIGHT old @ 25, 25.15, 25.20, 25%, 
25%, 25%, 25%, 25.35, 25.40, 25.45, 
2514, 25.85, 25%, and new @ 20, 20%, 
2034; H.K. Electric @ 50%, 50; MA- 
CAO ELECTRIC @ 18%, 20, 20%, 
203%4; TELEPHONE old @ 44 and new 
@ 43 (Note: after deducting the 
dividend declared there will be no 
difference between the old and new 
shares.) | 

INDUSTRIALS: CEMENTS @ 43%, 
43%, 43.35, 438%; ROPES @ 19; 
WATSONS old @ 55, 55%, 56, 55%, 


55%, 56, 56%, and new @ 51%, 382, 
52%. 5 
STORES: CALDBECKS @ 25; LANE 


CRAWFORD @ 55%, 56%; SINCERE 
@ 8%; CHINA EMPORIUM at 12.69 
KWQNG SANG HONG @ 202, 200, 
197, 198.” 
COTTONS: EWOS @ 25, 24%. 
RUBBERS: TANAH MERAH @ 
1.30.- 


FAR EASTERN ECONOMIC REVIEW 


491 


THE HONGKONG & YAUMATI FERRY COMPANY 


LIMITED 
DUTY OF GOVERNMENT TO SCRUTINISE ACCOUNTS OF PUBLIC 
UTILITY COMPANIES 


It appears from the Press that cer- 
tain differences have arisen between 
the Yaumati Ferry Company and the 
Hongkong Stock Exchange. Whatever 
the subject end merits of the contro- 
versy may be, we have an_ uneasy 
feeling as to the extent, if any, of 
Government’s interest in scrutinising 
the accounts of public ultility com- 
panies in the interest of the com- 
munity which it is their duty to 
serve, : 

In modern communities there are 
some functions such as the provision 
ot light, water, and transport which 
may be best performed by public 
companies which are granted a fran- 
chise and the right to use public 
frroperty and amenities for the per- 
formance of their objects and duties. 


There is a kind of partnership be- 
tween the State on behalf of the 
community and taxpayers and the 


shareholders who provide the capital. 

The State and the community have 
a very definite interest and right in 
the operation of a _ public utility 
company and the State has a duty to 
see that such interest and right are 
protected. 


Obligations of Public 
Panies 


Utility Com- 


In an issue of this Review of 
October 15, 1947, there was publish- 
ed a critical analysis of the Chair- 
man’s speech and of the Balance 
Sheet of the Yaumati Ferry Company 
Ltd. for 1946. The analysis which 
suggested a different interpretation of 
the Company’s finances from that 
conveyed in the Chairman’s address 
was made as a matter of public in- 


terest and it was suggested that it 
was the duty of Government to sub- 
mit all public utility accounts to care- 
ful scrutiny. 

Under the present system of Govern- 
ment in the Colony it is not apparent 
whether there is any particular de- 
partment which has_ the duty of 
supervising the public aspects of 
public utility companies. In the fore- 
shadowed constitution of the Municip- 
al Council the supervision of public 
utilities is included as one of its 
functions. 

There is no reason, however, 
the community should wait 
then without feeling assured _ that 
Government does take some _ cog- 
nizance of the accounts of public 
utility companies especially when, as 
in the case of the Yaumati Ferry 
Company, their interpretation may be 
open to material differences of opin- 
ion. 


why 
until 


Priority Treatment 


The Yaumati Ferry is doing  ex- 
cellent work and the system of its 
vehicular transport is very efficient. 
It is difficult, however, to escape the 
impression that the granting — of 
priority rights by the Company is a 
ma‘ter which merits investigation. The 
question of priority merits is admit- 
tedly a difficult one but those who 
cross frequently with their cars have 
too frequently to give way to other 
ears which are given priority  al- 
though to the outward observer their 
eccupants are obviously not crossing 
on any duty or on a matter meriting 
priority, but evidently for pleasure 
and relaxation. 


BE ESB SSS A FP DS TSE BR ST EE EIS SPITE 


PROCEDURES & METHODS FOR TRADING 


BETWEEN 
EXPORTS TO JAPAN 


Hongkong traders wishing to export 
goods to Japan must at first obtain 
a licence from the Department of Sup- 
plies, Trade & Industry. After the 
goods are shipped the documents 
should be produced at the Department 
of Supplies, Trade & Industry, who 
will issue an order for payment on 
the Hongkong & Shanghai Banking 
Corporation, or on the following four 
banks: Chartered) Bank, Mercantile 
Bank of India, Chase Bank, National 
City Bank. This order together with 
the documents should be handed over 
to the bank who will make payment 
to the merchant of 90 per cent of the 
C.LF. value. The balance will be held 
by the bank on behalf of Hongkong 
Government until advice is received 
from SCAP that they have accepted 
the goods without claim. 


IMPORTS FROM JAPAN 


Hongkong traders intending to im- 
port goods from Japan must first apply 


JAPAN 


AND HONGKONG 


to the Department of Supplies, Trade 
and Industry for an import licence and 
provided this is granted must place 
orders with the Japanese Board of 
Trade, called in the Japanese language 
Boeki Cho. No charge will be made 
for the granting of an import licence, 
but on receipt of it a 25 per cent 
margin of the F.O.B. value of the 
goods in Hongkong dollars must be 
deposited with the bank. Merchants 
must also produce to the bank an open 
cover insurance policy covering the 
shipment, with an insurance company 
approved by the bank and with claims 
payable to the bank. Freight must be 
arranged by the importer. 

On completion of these formalities, 
the bank will advise their Tokyo office 
who will notify the Hongkong Govern- 
ment Agent so that application may 
be made to SCAP for permission to 
ship the goods. 

On completion of shipping formali- 
ties, documents will be surrendered to 
the bank’s Tokyo Office for transmis- 
sion to Hongkone to be handed over to 
the Hongkong importer against pay- 
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ment of the balance of the purchase 
price. If the permission of SCAFP is 
not obtained the 25 per cent margin 
will be handed back to the merchant 
against surrender of the import licence. 


IMPORT & EXPORT FINANCING 


Imports from and exports to Japan 
will continue to be invoiced in US. 
Currency and on behalf of Hongkong 
Government the bank will pay for ex- 
ports at HK$395 per U.S.$100 and will 
collect for imports at HK$402 per 
U.S.$100. 

Commission will be charged at one 
per cent on both imports and exports 
of which the bank will retain % per 
cent to cover their expenses. An addi- 
tional % per cent in the case of im- 
ports will be collected for passing au- 
thorities to Tokyo. 


PERMITS FOR ENTRY INTO 
JAPAN 


Hongkong Government sponsors ap- 
plications for representatives of Hong- 
kong registered firms. All applica- 
tions for entry into Japan should be 
referred to the Department of Sup- 
plies. Trade and Industry. 

Permits for representatives of firms 
registered in the United Kingdom 
must be obtained through the Export 
Promotion Department of the Board 
of Trade, London. 


INDUSTRIAL PRODUC- 
TION IN 1947 IN JAPAN 


Watches & Clocks 


Production of watches during the 
first 9 months of 1947 averaged 25,848 
monthly, compared with a monthly 
average of 11,629 in 1946 and 136,167 
in 1939. Output in the first 10 
months of 1947 consisted of 216,588 
wrist watches (a monthly average of 
21,658) and 41,887 pocket watches 
(an average of 4,188 per month). 
The average monthly output of wrist 
watches in 1946 was 9.041, and in 1939, 
103,125; the average of pocket watches 
in 1946, was 2,574, and in 1939, 34,042. 

Production of clocks (except  elec- 
tric) in the 10-month period of 1947 


totaled 1,030,201, and consisted of 
552,289 alarm clocks, 241,743 desk 
clocks, and 236,169 wall clocks. The 


monthly average output for all types 


of clocks manufactured in 1946 was 
45,594; the average for alarm 
clocks was 17,754; for desk clocks, 
17,901; and for wall clocks, 9,939. 


Corresponding average for 1939 were: 
All types, 138,916; alarm clocks,  85,- 
750; desk clocks 28,583; and wall 
clocks, 24,583 


Matches 


Output of matches during the first 
10 months of 1947- totaled 146,216 
match-tons (1 match-ton equal 7,200 
small boxes)—an_ average of 14,622 
match-tons monthly, compared with 
a monthly average of 12,672 match- 
tons in 1946 and 48,015 tons in 1939. 
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Glass 


Production of sheet glass totaled 
916,075 cases (100 square feet each) 
during the first 10 months of 1947— 
an average of 91,607 cases per month, 
compared with 62,900 cases monthly 
in 1946 and 231,209 in 1939. During 
the same period 4,356 cases of polish- 
ed plate glass of al! thicknesses was 
produced—an average of 435 cases 
per month, compared with an average 
of 1,016 cases per month in 1946 and 
2,143 in 1939.. 


Cement 
Production of cement during the 


first 10 months of 1947 totaled 1,005,- 
000 metric tons. Average monthly 


production in 1946 was 77,000 tons, 
and in 1939, 496,000. 
Caustic Soda 

Production of caustic soda in 


November 1947 was more than 1,000 
tons less than in October. Output 
was 3,324 metric tons _ (electrolytic, 
2,730) and 4,347 tons, respectively. 


Pulp & Paper 


Pulp production amounted to 255,- 
366 short tons during the ffirst 10 
months of 1947, compared with 183,- 
244 tons in the corresponding period 
of the preceding year. The output 
was 31,035 tons in October 1947, com- 
pared with monthly averages of 18,- 
781 tons in 1946, 70,391 tons in 1941 
(a peak year), and 44,097 tons in 1938. 

Paper production increased to 260,- 
287 tons in the first 10 months of 
1947 from 191,351 tons in the corres- 
ponding period of 1946. The October 
1947 production was 29,273 tons, 
compared with monthly averages of 
19,380 tons, in 1946, 119,346 tons in 
1940, and 101,130 tons in 1938. 

Pulpwood deliveries to Japanese 
pulp and peper mills amounted to 
3,597,562 koku (1 koku equal 9.827 
cubic feet) during the first 11 months 
of 1947. Deliveries in November 1147 
were 11 percent higher than in No- 
vember 1946. 


Veneer Logs 


Production of veneers logs was 
estimated at 10,500,000 cubic feet dur- 
ing 1947. Estimates indicate that the 
output of plywood in 1947 was about 
180,000,000 square feet. 


8 s % s 


KOREAN IMPORT & 
EXPORT LICENCES 


The following are the requirements 
for traders in South Korea when doing 
business with foreign countries:— 

The exporter or importer or his ac- 
credited agent must complete the 
Application for ‘Export Licence or 
Application for Import Licence form 
provided by the Bureau of Foreign 
Commerce. 

The Bureau will determine that all 
the terms of the Foreign Cornmerce 
Regulations have been complied with. 
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The Bureau will determine that the 
exporter has rightful title to the goods 
or commodities to be exported prior 
to the issuance of licence. 

The exporter or importer of drugs 
or medicines must furnish the Bureau 
with a written clearance from Depart- 
ment of Public Health and Welfare. 

When goods or commodities are 
imported into South Korea and sold 
ior yen, the importer will furnish the 
Bureau of Foreign Commerce a writ- 
ten undertaking to the effect that the 
proceeds of sale of these imports will 
be used only to purchase goods or 
commodities for export to be exported 
within a reasonable time after pur- 
chase of exports has been completed. 
The Bureau, at its discretion, may re- 
quire a Bank guarantee or other surety 
for the fulfilment of this undertaking. 

A licence for the export of goods or 
ccmmodities to be sold for foreign ex- 
change will be issued provided that: 

a. A letter of credit covering the 
full value of said goods or commodi- 
ties to be exported has been opened 
by the buyer’s bank abroad and the 
Korean Foreign Exchange Bank, Ltd. 
has received an advice to this effect. 
Said letter of credit shall contain the 
clause Negotiable only through the 
Korean Foreign Exchange Bank, Ltd., 
or 

b. The buyer’s credit standing has 
been approved by the Korean Foreign 
Exchange Bank Ltd. and the buyer 
has agreed to honour documentary 
bills of exchange drawn on him by the 
shipper. Said bills will be at sight and 
negotiable only through the Korean 
Foreign Exchange Bank, Ltd, 
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BUSINESS BETWEEN FAR EASTERN 
COUNTRIES AND BRITISH 
EAST AFRICA 


There has been during recent 
months a remarkably strong interest 
in Hongkong and other Far Eastern 
markets for expansion of business 
with British Africa especially East 
and West Africa. The capacity to 
absorb increasing and varied amounts 
of durable and non-durable consumer 
goods by the peoples living in British 
East Africa has impressed local tra- 
ders who have been making much 
and very profitable progress in these 
vast and economically as yet barely 
tapped regions of the Empire. 

Many enterprising local firms have 
been dispatching trial shipments to 
British East Africa and found much 
response there as the demand for 
many of Hongkong produced cotton 
goods, torch lights, rubber goods, 
hardware, earthen and enamel ware 
etc. is on the increase. 

It would appear necessary that 
local importers interest themselves 
more in the produce available in Bri- 
tish East Africa for local consumption 
and for re-export especially to Far 
tc markets like Japan, Korea, 
etc. 


British East Africa 


constituting British 
Uganda, 


The territories 
East Africa include Kenya, 
Tanganyika and Zanzibar. 

Nairobi, the capital of Kenya, can 
almost be regarded as the capital] of 
British East Africa by virtue of the 
fact (from a business point of view) 
that the headquarters of practically 
all leading importing houses are 
situated there. Distribution normally 
takes place from Nairobi on the line 
up to Kisumu and Eldoret as inter- 
mediate trading centres. 

Kampada, which is connected to 
Nairobi by rail via Jinja or from 
Kisumu by lake steamer to Port Bell, 
is the trading capital of Uganda, while 
the capital of Tanganyika, as well as 
the major port of entry, is Dar-es- 
Salaam. 

Commercial representatives and tra- 


vellers contemplating visits to these 
territories have the choice of either 
regular direct air services from 


Johannesburg to Nairobi or sea trans- 
portation to Mombasa. Sailings to 
Dar-es-Salaam and Tanga are _ infre- 
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but, as Nairobi 
centre in British 
would normally 
itineraries from 


quent and irregular, 
is the main trade 

East Africa, visitors 
plan their further 

that centre. 


Controls on Imports and Exports 


Government restrictions on imports. 
and exports have been exercised dur- 
ing the war solely in the interest of 
world-supply and the successful pro- 
secution of the war. Import quotas 
into the territories referred to have 
been fixed in relation to the avail- 
ability of supplies. Of these quotas, 
South Africa has received. a_ fair 
share owing to her proximity to those 
areas. Quotas are still in existence 
but import licences, where required, 
are being issued freely in the light 
of the availability of supplies. 

Under the Congo Basin Treaty no 
country can enjoy preferential treat- 
ment in the territories concerned 
(Article 7 of the British Mandate for 
East Africa which has _ reference). 
The following extract is quoted from 
the Article: “Further, the Mandatory 
shall ensure to ali nationals of State 
Members of the League of Nations, 


on the same _ footing as its own 
nationals, freedom of transit, and 
navigation and complete commercial 


and industrial equality”. 

There are no monetary $lifficulties 
concerning exchange or collection of 
payments in connection with exports 
from the sterling area to these ter- 
ritories. Exchange is made available 
to exporters whenever required. 


Trade Mark Registration 


In regard to protection under 
Trade Mark registrations, there are 
a few commodities for which Trade 
Marks must first be registered in 
England before registration can be 
effected in Kenya. The following are 
the commodities :— 

(1) Cotton yarn (2) Cotton, sewing. 
(3) Cotton piece goods. (4) Cotton 


goods not included in other classes. 
(5) All metals whether wrought, un- 
wrought or partly wrought. (6) All 


goods composed wholly or partly of 
metal. ; 

To enable Hongkong firms to regis- 
ter trade marks for these com- 
modities a certificate of registration 
in England must first be obtained. 
Registration in Kenya remains in 
force for 14 years and there are no 
limits placed on renewals. The re- 
gistration fee is 75s. and renewal fee 
is 50s. 

Market Possibilities 

Importing firms in British East 
Africa are mostly old _ established 
houses and have been serving the 
East African market for many years. 
They have made a careful study of 
conditions and have established dis- 
tribution and selling facilities at every 
vantage point. Even some of _ the 
new stockist agency firms have 
realised the necessity of having out- 
posts. Lately a number of new firms 
have made their appearance and 
these will, no doubt, fall in line with 
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THE BRITISH EMPIRE IN THE FAR EAST 


The British Empire in the Far East comprises, apart from the Crown Colony of Hongkong, 


the Crown Colony 


: : 3 P ‘ : d 3 previous set- 
of Singapore (including Christmas and Cocos Islands), the Federation of Malaya (9 states an 
teense: ed poe Colonies of British North Borneo (including Labuan) and Sarawak, and the Protectorate 


of Brunei, 


The New Federation of Malaya and 


* * * * 


its Fundamental 


Political Problems 


The constitutional and administrative 
changes instituted as from February 1, 
1948,'in Singapore and Malaya have 
brought the population there one step 
nearer to self-determination and to a 
more representative Government. The 
fundamental issue in Malaya remains, 
however, whether the country is to 
be predominantly Malay or Chinese. 
The communal differences have _ in- 
creased over the last decade and the 
outlook for a peaceful composing of 
the contest’ between the indigenous 
Malays and the immigrant Chinese is 
not very encouraging. 

The new constitution which  es- 
tablished the Federation of Malaya 
was to some extent based on the pro- 
posals by the leading Malay political 
party and the Malay Rulers and 
therefore it has been opposed by the 
Chinese political groups in the coun- 
try who would have desired the 
unification of Malaya with Singapore 


all the others to cater adequately for 
the needs of the whole area. 

In considering the imports into Bri- 
tish East Africa, it must be remember- 
ed that only bare necessities were 
catered for during the war. 

Stocks of every conceivable com- 
modity are now required. 


Production for Export 


As far as British East African pro- 
duction of certain commodities is con- 
cerned, substantial progress has been 
made. The development has been 
such that production will continue. 

Industrial development in East 
Africa falls under the broad heac- 
ings— 

(a) the processing of primary pro- 
ducts for internal consumption 
or for export; and 

(b) the conversion of locally pro- 
duced raw materials into manu- 
factured goods for internal or 
adjacent markets. 

The processing industries are at 
present more important. Those which 
can be regarded as reasonably efficient 
and in which development should 
Keep pace with the opportunity, are 
the production of sisal fibre, butter, 
sugar, coffee, tea, bacon, canned meat, 
cotton lint, wheat flour, soya bean 
flour, soda ash and salt. 

Principal produce for exports from 
Kenya, Uganda, Tanganyika and Zan- 
zibar are:—sisal, hemp and_ tow; 
coffee; tea: hides: raw cotton, cotton 
seed; rice; cloves; copra; Pyrethrum; 
Sodium carbonate. 


so as to secure, in case of elections, 
a slight edge over the Malays. How- 
ever, the determination of the Malays 
and the awakening and growing spirit 
of nationalism decided in the end 
the solution of the Malayan political 
problem favouring the native popula- 
tion against the immigrants. 


Growing National Consciousness 


In the former Unfederated Malay 
States there was a strong spirit of 
Malay consciousness noticeable, with 
the official language remaining Malay 
and the writing being in the Jawi or 
Arabic script, and practically all of- 
ficial positions, high and low, occupi- 
ed by Malays. In the former Federat- 
ed Malay States the position of the 
immigrants, mainly the Chinese and 
to a lesser extent the Indians, had 
much increased and the indigenous 
people successively lost their identity. 

The new Federation, combining all 
former Malay States and the Settle- 
ments of Malacca, Penang and Wel- 
lesley, will emphasise and promote 
the characteristics of the Malays and 


re-establish Malay customs in those 
areas which have come under the 
cultural .influence of Oriental im- 
migrants. 

There is very little opposition 
against the permeation of Western 
civilisation; on the contrary, the 


educated classes 3re strongly favour- 
ing the adoption of European habits 
and customs adjusted to the tropical 
environments of Malaya. The spread 
of Chinese education and language is 
resented by the Malays who. insist 
on the official use of Malay as the 


language of the Federation and Jawi 
as the official script. 


Political Groups 


The principal Malay party is the 
U.M.N.O. (United Malays National Or- 
ganisation), led by Dato Onn bin 
Jafaar, Prime Minister (mentri besar) 
of Johore. UMNO has the support 
of the conservative circles in Malaya 
for whom it is the authorised agent 
and spokesman. 

It is opposed by one Malay party, 
the Putera (Pusat Tenaga Ra, ayat), 
led by Dr Burhanuddin, which stands 
for excessive nationalism and even- 
tual unification of Indonesia with 
Malaya; it is distinctly leftist in out- 
look and desires the abolition of the 
present or planned system in _ the 
various Malay States (constitutional 
monarchy under the Sultans). 

The other opposition to UMNO 
comes from the predominantly Chi- 
nese “All-Malaya Council of Joint 
Action”, led by Mr. Tan Cheng-lock. 
This party, for short AMCJA, inclu- 
des also many Eutasians and Indians, 
advocating the rights and privileges 
of the immigrant peoples who see in 
the new constitution of Singapore 
and the Federation of Malaya a 
threat to their present position and 
for the future expansion of their in- 
terests. ; . 

Communism is spreading in Malaya 


as elsewhere in the Far East. The 
youth of all races seems to be 
largely drawn to the Communist 


ideology and its current political pro-| 
position of a “New Democracy. 

The jnter-racial strife between the 
peoples in Malaya might eventually be 
submerged in Communism; this is at 
least the fond but unrealistic hope of 
the younger exponents of Communism 
in Malaya. 


* > 


The Crown Colony of Singapore and the 
Federation of Malaya 


The total population of the Crown 
Colony of Singapore (including Christ- 
mas and Cocos Islands), as estimated 
prewar amounted to 800.000, of which 
610,000 were Chinese, 90,000 Malays, 
60,000 Indians, 15,000 Europeans, 13,000 
Eurasians and 12,000 other races. 

The total population of the Federa- 
tion of Malaya, estimated prewar, was 
as follows:— 

Perak, Selangor, Negri Sembilan and 
Pahang (former Federated Malay 
States:—total 2,212,000. of which 
989,000 were Chinese. 723.000 Malavs, 
466,000 Indians. 17,000 others, 11,000 
Europeans, 5,000 Eurasians. 

Kedah, Kelantan. Johore, Perlis, 
Trengganu (former Unfederated Malay 
States):—total 1.915,000. of which 
1,213,000 were Malays, 507,000 Chin- 


ese, 1550,000 Indians, 35,060 others, 
1,600 Europeans, and 4,000 Eurasians. 

Penang, Wellesley and Malacca 
(former parts of Straits Settlements) :- 
total 656,000, of which 322,000 were 


Chinese, 232,000 Malays, 88.000 In- 
dians, 4,300 others, 3,700 Europeans 
end 6,000 Eurasians. 

Total estimated population of the 


Federation of Malaya:—4,783.000. of 
which 2,168.000 were Malays. 1,818,000 
Chinese, 709,000 Indians, 56,000 others, 
16,000 Europeans and 15,000 Eurasians. 


THE FEDERATION OF MALAYA 


The federal constitution of Malaya 
came into force on February 1, 1948. 
In December, 1946. the Working Com- 
mittee of the British Government, the 
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Malay rulers and the United Malays 
National Organization recommended 
the establishment, under the protection 
of Great Britain, of a Federation of 
Malaya, consisting of the 9 states and 
the settlements of Penang and Malacca. 

The King and the Malay rulers have 
power to admit any other territory in- 
to the federation by mutual agreement. 
The central Government consists of a 
High Commissioner, a federal execu- 
tive council and the federal legislative 
council. Each state has a_ ruler, as- 
sisted by a state executive council, and 
a council of state with legislative pow- 
ers. Each settlement has a settlement 
council with legislative powers. 

The High Commissioner acts as the 
King’s representative for defence and 
external relations. His power to exe- 
cute authority within the federation is 
delegated to him jointly by the King 
and the rulers. The rulers accept the 
High Commissioner’s advice in all 
matters of government excepting those 
relating to the Moslem religion and 
Malay custom. The power of advice 
in state matters is exercised by the 
British adviser of each state. The 
Legislative Council consist of the High 
Commissioner and 14 official and 34 
unofficial members, selected to give the 
fullest representation to economic and 
racial interests. 

Citizenship is granted to any person 
who satisfies the High Commissioner 
that he was born in the’ Federation 
and has lived for 10 of the preceding 
15 years or, in the case of immigrants. 
that he has lived for 15 of the 20 pre- 
ceding years inside the Federation. 


Perak, Selangor, Negri Sembilan, 
Pahang (the former Federated 
Malay States) 

In the period 1874—1895, the four 


states of Perak, Selangor, Negri Sem- 
bilan (which is itself a federation of 
smali states) and Pahang entered into 
treaty relations with Great Britain by 
which they sought and obtained Bri- 
tish protection and the assistance each 
of a resident to advise the ruler, and 
of other British officers to assist in the 
administration. In July, 1895, these 4 
states agreed to form a federation and 
to maintain a contingent of troops. In 
1909 a federal council was constituted 
to pass laws concerning such matters 
as it was thought desirable should be 
regulated by the federal government. 

In each state there was also a state 
council presided over by the ruler and 
consisting besides of various Malay 
chiefs, official and unofficial members 
nominated by the ruler. The Gover- 
nor of the Straits Settlements was ex- 
officio H.M.’s High Commissioner for 
these states and for the other Malay 
States in the British sphere (Johore, 
Kedah, Kelantan, Trengganu and 
Perlis). 

The following are the rulers of the 
4 states :— 

Ruler of Perak.—H. H. Paduka Sir 
Sultan Abdul Aziz  Al’Muktassim 
Bil’lah Shah, K.C.M.G., K.B.E. 

Ruler of Selangor.—H.H. Sir His- 
amud-din Alam Shah, K.C.M.G., 

Ruler of Negri Sembilan—H. H. 
Tuanku Abdulrahman, K.C.M.G., 

Ruler of Pahang.—H. H. Al-Sultan 
Abu Bakar Ri’ayatu’d-din Al-Mu’ad- 
dzam Shah, K.C.M.G. 
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_The areas of these states are appro- 
ximately:—Perak (including Didings), 


7,980 square miles; Selangor, 3,160 
square miles; Negri Sembilan, 2,590 
square miles; Pahang, 13,820 square 


miles; total, 27,540 square miles. 
Estimated Population:—30 June, 
1941:—Perak (including Dindings), 
992,691; Selangor, 701,552; Negri Sem- 
bilan, 296,009; Pahang, 221,800; total 
2,212,052. The population consisted of 
11,149 Europeans, 5,286 Eurasians, 
722,626 Malays, 989,635 Chinese, 466,- 
056 Indians and 17,300 others. The 


largest town is Kuala Lumpur (in 
Selangor) with 138,425 inhabitants 
(1939). 

Agricultural production:— rubber 


1,699,459 acres, coconuts 251,960 acres, 
rice 186,310 acres, oil palms 40,629 
acres, and smaller crops of tapioca, 
Pineapple, tea, coffee, fruits, nuts, 
tobacco. 

Ming Production:—1940 output of 
tin 35,689 tons, gold 81,633 ozs, tung- 
sten 90 tons, coal 781,508 tons. Labour 
force in mining in 1940: 91,145. 

Forests produce excellent timbers, 
out-turn in 1940 of timber, firewood, 
charcoal totalled 35,240,000 solid cubic 
feet (round measurement). 

Imports and exports respectively 
amounted to £17% million and 50.5 
million in 1940, and £13.9 million and 
29.1 million in 1939. 


Johore, Kedah, Perlis, Kelantan, 
Trengganu (the former Unfederat- 
ed Malay States) 


The relations of Johore with Great 
Britain are defined by a treaty dated 
11 December, 1885, and, by an amend- 
ment to this treaty made on 12 May, 
1914, the Sultan agreed to accept, and 
to act upon the advice of, a British 
officer called the General Adviser. The 
Sultan is assisted in the administration 
of the state by an executive council, 
and by a legislative council consisting 
of official and unofficial members. 

The rights of suzerainty, protection, 
administration and control of the other 
4 states were transferred from Siam 
to Great Britain by the Anglo-Siamese 
treaty of 10 March, 1909. 

Johore (area 7,330 square miles; 
estimated mean population in 1940, 
737,590, of whom 309,520 were Malays 
346,590 Chinese and 76,230 Indians) 
lies at the extreme south of the Malay 
Peninsula. The interior of the country 
is in great part covered with jungle 
and is less mountainous than any other 
part of the Peninsula. 

Revenue (1940) $24,737,983 (from 
customs, $11,080,421; licences, $4,012,- 
727; lands, $3,644,825). Expenditure, 
$23,548,568. 

Imports (1940), $57,275,959. Exports, 
$138,214,062 Re-exports, $1,933.979. 

Ruler.—His Highness Sir Ibrahim, 
G.C.M.G., G.B.E. 

Kedah, has an area of 3,660 square 
miles. The population (estimated mid- 
year 1940) was 515,758, of whom 334,- 
054 are Malays, 106,049 Chinese, 60,850 
Indians, 783 Europeans and 14.022 
other races. The capital is Alor Star 
on the Kedah River. 

Revenue (1940/41): £1,124,108. Ex- 
penditure £969.417. No public debt. 

Imports (1940/41): £3.3 million, 
Exports £6.9 m. 
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Principal produce: Rubber, rice, 
coconut, tapioca. 
Ruler.—H. H. Tengku  Badlishar, 


K.B.f., C.M.G. 

Perlis, has an area of about 310 
square miles and a population (estim- 
ated at the middle of 1940) of 57,776. 
Malays numbered 46,133 of the popu- 
lation, Chinese 8,432, Indians, 1,178 
and other races 2,032. The principal 
products are rubber, rice, tin and coco- 
nuts, and guano deposits abound. 

Kangar is the headquarters of the 
state and Arau is the residence of His 
Highness the Raja. 

The revenue for 1940-41 was $1,021,- 
746 and the expenditure was $829,269. 
Public debt, nil. 

Ruler.—H. H. Syed Putra. 

Kelantan, has an area estimated at 
5,720 square miles and a population of 
390,332, of whom 338,922 were Malays. 
30,913 Chinese, 11,513 Indians and 175 
Europeans. Kota Bharu, the capital, 
had a population of 14,843 (1931). The 
revenue of the state in 1940 amounted 
to £455,948 and the expenditure to 


£392,246. Public debt (1940), £590,- 
916. 
Chief products : —Rice (146,000 


acres), coconuts (60,000 acres), rubber 
(94,719 acres), arecanut (4,362 acres), 
oil palm (700 acres). Ground-nuts, 
water melons, yams, colocasia, sweet 
potatoes, sugar cane, pineapples, ban- 
anas, sireh (morsel), chillies, tapioca 
and maize are grown in smaller guan- 
tities for local consumption. The 
jungle, which covers a large part of 
the state, produces serviceable timber. 
resin, rattan and bamboos. The state 
supported Malayan buffaloes (39,172 in 
1940), agriculture oxen (97,915 in 1940), 
sheep (15,801 in 1940), goats (28,957 in 
1940) and poultry. 

Numerous estates are owned by Bri- 


tish companies. Mineral resources 
comprise gold, manganese, tin and 
iron-ore; 526 oz. of gold-ore, 11,516 


tons of tin-ore and 226,241 tons of iron- 
ore were exported in 1940. 

The principal manufacturing indus- 
tries are sarong-weaving, batek 
sarong-printing, boat-building,  rice- 
milling, rubber-milling, saw-milling, 
match-, brick-, tile- and_ silverware- 
making. 

Ruler.—H. H. Tengku Ibrahim, 
C.M.G. 

Trengganu: area 5,050 square miles, 
estimated population (1941): 211,041. 
Capital Kuala Trengganu. Production: 
rubber, dried fish, copra, areca-nuts, 
belachan, tin ore, wolfram ore, Some 


native industries producing silk 
sarongs, metal ware, boats. 
Ruler.—H. H. Sultan Ismail. 
THE CROWN COLONY OF 
SINGAPORE 


Singapore, since February 1, 1948, is 
a Crown Colony consisting of the is- 
land of Singapore, and the Cocos and 
Christmas islands. 

Following is a short historical  re- 
sume :— 

Malacca, one of the oldest European 
settlements in the East, was occupied 
by the Portuguese under Albuquerque 
in 1511, and held by them till 1641. 
when it passed into the possession of 
the Dutch, remaining in the hands of 
the Dutch till 1795, when it was cap- 
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tured by the English. It was restored 
(under the Treaty of Vienna) to the 
Dutch in 1818, being finally retroceded 
to the East India Company in 1824. 

Penang (Prince of Wales’ Island) 
was the first British settlement in the 
Malay Peninsula, being ceded by the 
Sultan of Kedah to the East India 
Company in 1786, Province Wellesley 
being added in 1800. 

The early history of Singapore is 
obscure; in the 13th and 14th centuries 
it occupied a position of independence 
till destroyed by the Javaness about 
1365, after which date it remained al- 
most uninhabited until 1819, when Sir 
Stamford Raffles founded the trading 
settlement which is now the free port 
and city of Singapore. The original 
lease of the site of a factory to Raffles, 
on behalf.of the East India Company, 


by the Sultan of Johore, and the 
* * 

British North Borneo, 

Total estimated population before 


1941:—802,000, of which about 720,000 
are native and Malays, 66,000 Chinese 
(accounting for 8-9% of total popula- 
tion), and some 500 Europeans, 400 
Eurasians. 500 Indians, and other Asia- 
tics. 


BRITISH NORTH BORNEO. 


British North Borneo, forming the 
northern part of the Island of Borneo, 
was previously a British protected state 
administered by the British North 
Borneo Company, under Royal Charter 
granted in 1881. The sovereign rights 
and assets of the Company were trans- 
ferred to the British Crown with effect 
from July 15, 1946 at which date the 
first Colonial Government assumed 
‘administration. 

Total area about 29,500 square miles, 
coast line over 900 miles. 

Population (1931 census) 270,233, 
being mostly Moslem settlers and 
Chinese traders on the coast and abori- 
gina] tribes inland. Europeans num- 
bered only some 350; Eurasians, 236; 
Chinese, 47,799; natives of Malay 
Archipelago, 11,494. The number of 
natives of Borneo was 205,218. The 
most numerous are the Dusuns, 
117,482; the Bajaus, 34,099, and the 
Muruts, 24,444, Chief towns, Sandakan 
(population 13,723), and Jesselton. 


The laws are based on the Indian 
penal, criminal, and civil procedure 
codes, and local ordinances. There are 
native courts for native and Moslem 
law and custom, Native and Indian 
constabulary, 556 men under 5 Euro-~ 
pean officers. 
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Temenggong, Chief of Singapore, was 
followed in 1824 by a Treaty ceding 
the entire island in perpetuity to the 
company. In 1826, the 3 settlements 
were incorporated under 1 _ govern- 
ment as an Indian presidency with 
headquarters at Penang. In: 1830, the 
settlements were incorporated under 
the presidency of Bengal, headquarters 
being transferred in 1836 to Singapore. 
On 1 April, 1867, the settlements were 
transferred from the control of the In- 
dian Government to that of the secre- 
tary of state for the colonies. 

The Cocos Islands in 1886, Christ- 
mas Island in 1889, and the former 
colony of Labuan in 1905, were 
brought under the control of the Gov- 
ernor of the Straits Settlements, being 
incorporated in the colony, in the set- 
tlement of Singapore in 1903, 1900 and 
1907 respectively. 


* * 


Sarawak and Brunei 


Sources of revenue:—Customs and 
excise duties, court fees, stamp duties, 
licences, royalties, land rents, ete. No 
public debt. 

Most of the trade is carried on 
through Singapore and Hong Kong 
with Great Britain and the colonies. 

The chief products are rubber, tim- 
ber, copra and coconuts, dried fish and 
salt fish, cutch, tobacco, manila hemp, 
sago, rice, damar and rattans. Other 
valuable minerals exist, including gold, 
petroleum, copper, iron, manganese and 
tin, but have not yet been worked 
commercially. 

The exports comprise the products 
mentioned, with birds’ nests, seed 
pearls, beche-de-mer, etc. Merchant 
shipping (men-of-war and government 
vessels excluded): 1940 entered 343,446 
tons; cleared 342,554 tons. 

A railway, 125 miles, runs from 
Jesselton on Gaya Bay to Melalap in 
the interior, with a branch from Beau- 
fort to Weston on Brunei Bay. 

At Jesselton and Sandakan there 
are the Hong Kong and Shanghai Bank- 
ing Corporation and ihe Chartered Bank 
of India, Australia and China. 


LABUAN. 


Being part of: the Crown Colony of 
Borneo, Labuan is an island, 35 square 
miles in area, lying 6 miles off the 
northwest coast of Borneo. It has a 
fine port, Victoria Harbour, safe and 
easy of access. The settlement com- 
prises 7 smaller islands, 'some of which 
are under cultivation. 

It was ceded to Great Britain by the 
Sultan of Brunei in 1846 and was 


—-————————————————— 


BUDGET AND TRADE FIGURES 


1936 1937 
& fe. 
Revenue 341,586 414,882 
Expenditure 203,147 209,709 
Imports, aac. 617,757 797,201 
Expontse) sac 1,105,552 1,722,762 


1938 1939 1940 
£ £ £ 
383,464 416,701 503,436 
217,160 226,666 249,138 
751,463 786,708 1,185,718 
1,139,252 1,597,976 2,386,461 
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governed as a separate Crown colony 
until the end of 1889, after which the 
administration was incorporated with 
that of British North Borneo. At the 
end of 1905, the Governor of the Straits 
Settlements was appointed also Gov- 
ernor of Labuan, the island still re- 
maining a separate colony. In 1907 it 
was annexed to the Straits Settlements 
and declared part of the Settlement 
of Singapore, and in 1912 it was con- 
stituted a separate settlement. 

In 1946 it was re-united with British 
North Borneo. 

The estimated population (mid 1941) 
was 8,963, including 34 Europeans, 
5,342 Malays and 3,319 Chinese. 

Capital, Victoria, which had 2,022 
inhabitants (census, 1931). 

Revenue (1940), $85,113; expenditure 
(1940), $178,573. 

Shipping entered and cleared, 1939 
272,927 tons. 

Gross trade (1940), $3,150,901, 
cluding foreign trade, $1,606,460. 

Governor: E. Twining, C.M.G., 
M.B.E. 


in- 


SARAWAK. 


Area about 50,000 square miles, coast 
line 450 miles, many rivers navigable. 

The government of part of the pre- 
sent territory was obtained on 24 Sep- 
tember, 1841, by Sir James Brooke 
from the Sultan of Brunei. Various 
accessions were made between 1861 
and 1905. Under an agreement of 
1888, Sarawak was placed under the 
protection of Great Britain. A supple- 
mentary agreement concluded in Nov- 
ember, 1941, provided for the appoint- 
ment of a: British representative with 
certain limited powers. On 17 Decem- 
ber. 1941, Sarawak was occupied by 
the Japanese. After the liberation, the 
Rajah took over his administration 
from the British military authorities 
on 15 April, 1946. He had previously 
proposed to the British. Government 
the cession of Sarawak to the British 
crown. 

On 24 September, 1941, the Rajah 
began to rule througao a constitution. 
Since 1855 two bodies, known as the 
Supreme Council and the Council 
Negri, had been in existence. By the 
constitution of 1941 they were given, 
by the Rajah, powers roughly corres- 
ponding to those of a coionial execu- 
tive council and legislative council 
respectively. The Council Negri, en 
17 May, 1946, authorized the Act of 
Cession by 19 to 16 votes (for the 
cession: 7 Malays, 7 Europeans, 2 
Dyaks, 2 Chinese, 1 Eurasian; agaiast: 
10 Malays, 3 Europeans, 2 Dyaks, 1 
Indian). 

Population estimated at about 490,585, 
Malays, Dyaks, Milanaus, Kayans, 
Kenyahs, Muruts, and other :ninor 
tribes, with Chinese and other settlers. 
Kuching, about 20 miles inland, on the 
Sarawak River, Sibu, 60 miles up the 
Rejang River, which is navigable by 
large steamers, and Miri, the head- 
quarters of the Sarawak Oilfields, Ltd. 

The revenue is derived chiefly from 
customs, royalty on oil, land revenue, 
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timber royalty, exemption tax payable 
by Malays, and from: Dyak and Kayan 
revenue. The revenue in 1939 was 
$4,762,532; expenditure, $4,200,269. 
Public debt, nil. 

Coal exists in large quantities. A 
considerable oil field is being developed 
at Miri and Bakong in the Baram dis- 
trict. 

Foreign trade, 1946:—Imports, $29,- 
000,000; exports, $23,000,000. The trade 
is mostly with Singapore. 

Shipping entered in the foreign trade, 
1939, 974,543 tons. 

There are no railways. There are 
115 miles of metalled road and 313 
miles of earth roads, besides bridle 
paths. 

Governor: 
C.M.G. 


Sir Charles A. Clarke, 


BRUNEI. 


At present the Governor of the Crown 
Colony of Sarawak acts as British High 
Commissioner for Brunei and Sara- 
wak’s technical officials serve as ad- 
visers to the Sultan of Brunei. (Pre- 
viously the British High Commissioner 
for Maiaya had acted as High Com- 
missioner for Brunei and Malayan offi- 
cials were designated as advisers). 

The status of Brunei is an indepen- 


dent state under the protection of 
H.M. The King. 
Brunei is bounded on all sides by 


Sarawak, an intrusion of which splits 
the state into two separate parts. 
Area about 2,226 square miles, coast 
line about 100 miles. 

Population (1931 census) 30,135, of 
which native races (Bornean) and 
Malays numbered 27,000, Chinese 
2,680, Indians 377, others 43, Euro- 
peans 60. 

Capital: Brunei with a population 
of some 12,000. Climate is of tropical 
marine type, hot and moist, with cool 
nights. 

The first relations between Brunei 
and Britain date from'1847 when the 
Sultan entered into a treaty with 
Britain for the promotion of com- 
merce and suppression of piracy. In 
1888, by a new treaty, Brunei placed 
itself under British protection, and in 
1906 the general administration’ of 
Brunei was entrusted to a_ British 
Resident whose advice had to be asked 
and acted upon in matters other than 
Malay customs and the Islamic re- 
ligion. 

The supreme authority in the state 
is vested in the Sultan’ in Council 
which consists of 9 members, includ- 
ing the British High Commissioner 
with the Sultan as President (the pre- 
sent Sultan is H.H. Ahmed Tajudin 
Akhazul Khairi Wad-din, C.M.G.). 
The heads of administration depart- 
ments are European officers of the 
Malayan Civil Service. 

Principal products : —crude oil, 
cutch (mangrove extract), rubber, 
elutong and sago. Native industries 
include:—boat building. cloth weav- 
ing, brass and silver ware making. 
Most of the interior is under forest, 
containing huge potential supplies of 
serviceable timber. 

Imports and Exports in 1940 respec- 
tively £453,502 and £1,122,680. 
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Rubber, Pepper & Rice of Sumatra 


Improved Outlook for Business with Indonesia 


There are relatively few estates in 
the Southern part of Sumatra, the na- 


tives being the principal producers. 
One of the important industries, 
operated by a foreign concern, 1s 


petroleum at Djambi and Palembang. 

The most important products, apart 
from rice, are:—for the Djambi dis- 
trict petroleum, rubber, weaving mate- 
rial for wickerwork, rattan sticks, 
copra;- for Palembang: petroleum, 
coal, coffee, rubber, pinang and pep- 
per, rattan and rattan sticks, palm oil 
and palmkernel oil; for Benkoelen: 
coffee and kina bask; and for the Lam- 
pong districts: pepper, rubber, coffee. 
copra, and palm- and palmkernel oil. 


Rice 


The cultivation of rice is of the 
highest importance, but insufficient to 
supply all needs. All districts are 
consequently obliged to import rice. 
Rice is still grown in the primitive 
manner, i.e. on dry fields . 

Second in importance is the rice 
grown on the so-called ’renah soil,’ the 
soil on the in- and outside banks of 
the rivers, while some rice is grown 
on the marshy grounds. Only a small 
sector of the extensive stretches of the 
eastern lowlying plain, and in the 
marshy district of the Northern port 
of Benkoelen, is being used for this 
purpose. 

Finally, rice is being cultivated on a 
limited scaie on artificially irrigated 
*sawahs’. 


Rubber 


Rubber is the most important trad- 
ing product. Its cultivation, which 
does not make any high demands on 
the soil, can be successfully carried on 
in South Sumatra owing to the damp 
climate. Consequently, rubber has 
been planted on an extensive scale in 
the hill districts during the past years. 


Revenue and expenditure in 1940 
respectively £181,574 and £170,587 
Revenue’ includes customs _ duties, 
monopolies, licences, land revenue, oil 
royalities. 


CURRENCY IN BRITISH NORTH 
BORNEO, SARAWAK AND 
BRUNEI. 


The dollar which circulates in the 
British Crown Colonies of Singapore, 
British North Borneo and Sarawak, 
the British , Protectorate of Brunei, 
and the Federation of Malaya—the 
Malayan dollar and the Sarawak and 
British North Borneo <iollars circulate 


alongside—is linked to the pound 
sterling at the rate of 8.57142857 
dollars, or 2 shillings 4 pence equal 


one dollar 

One Malayan dollar equals 9.417283 
grams of fine gold, or $74.4417 equal 
one troy ounce of fine gold. One 
United States dollar equals Malayan 
$2.12691, or U.S. cents 47.0167 equal 
one Malayan dollar. 


Brunei has no public debt. 


There is a certain connection be- 
tween the cultivation of rice and rub- 
ber on dry lands. When rubber prices 
are high, rice cultivation is less than 
normal, and when rubber prices are 
low rice crops are larger than usual. 

The importance of rubber in South 
Sumatra is especially great, as far as 
the native product is concerned; estate 
rubber on the other hand is of little 
importance, 

The following figures give some idea 
of the output of the estate product 


(expressed in millions of kilograms), 
in the various territories. 
Indonesia crf ae 175 
Djambi Shee 0.07 
Palembang ae 3 
Benkoelen.. Stella 0.04 
Lampong District i 6.5 


The native product is of far greater 
importance to South Sumatra, which 
can be seen from the following figures 
covering the 1938 output, (expressed 
in millions of kilograms). 


Indonesia 146.6 
Djambi 222 
Palembang Zoe 
Benkoelen 0.006 
Lampong Districts 0.005 


Treatment, 
of Rubber 
Normally, the latex, the raw product’ 

which is ‘tapped’ from the rubber tree, 

is collected daily, coagulated and work- 
ed into a rubbercake. Falsification 
was often tried in the past, but, after 
the rubber inspection service was in- 
troduced, these falsifications decreased 

greatly between 1928 and 1930. 

Trade is conducted through many 
intermediary channels; as a rule a 
number of buyers are to be found in 
every small town. These buyers sell 
the product to the traders in the larger 
towns, who, in their turn are in con- 
nection with the big firms. Transport 
of the rubber from the interior to the 
trading centres in Palembang and the 
Lampong districts before the war, was 
done by train, car and cart, as well as 
by means of prahu’s_ (river-barges), 
oxwagon and even bicycles. Transport 
by means of river floats, as was cus- 
tomary in the Djambi district, rapidly 
lost favour after the rubber inspection 
system was first introduced. 

The greater part of the rubber trade 
is in the hands of the Chinese, Arab 
and Malay traders, who act as buyers 
end shippers. Only a small percentage 
of the total amount of rubber is finish- 
ed locally, but these factories are as a 
rule so overcrowded with work that 
they have to be subjected to a system 
of licencing in accordance with the 
Rubber Manufacturing act. 


Transport and Trading 


Production of Rubber 

The daily production of 100 rubber 
trees amounts to approximately 34 to 
1% Kilograms per day. Since a ’tap- 
per’s can work on some 400 trees dailv. 
he can collect from 3 to 6 Kilograms 
of latex per day, with comes to appro- 
ximately 1% to 3 kilograms of the dry 
product. 

The native tapper’s pay is not exact- 
ly stable, and depends largely upon the 
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rubber market. When prices are high 
the large private native owner usually 
takes on extra hands and pays them 
according to the Socalled ‘bagi doea’ 
system, which means that the tappers’ 
pay amounts to half the collected 
quantity of rubber. When prices drop, 
the tapper receives 2/3rd of his day’s 
total yield. Smaller owners usually 
work their own trees, all the family 
being engaged on the job. 


Coffee 


Second in importance as an export 
product, in South Sumatra, is coffee. 
Statistics of the area in production do 
not give a complete picture of its im- 
portance, since the extent to which the 
native product is grown, is unknown. 

During 1938 the production figures 
for coffee estates were, (expressed in 
millions of kilograms): 


Indonesia 45.6 
Djambi Aare 
Palembang oe E 3 1.4 
Benkoelen stot Nah Bs 0.7 
-Lampong Districts ... 1.9 

As against the above, the export 


figures for the native product during 
the same year, (expressed in millions 
of Kilograms) were: 


Indonesia 68.7 
Djambi — 
Palembang. So agae2aeb 
Benkoelen Se Ra 8 
Lampong District: ee bs 


As far as the various types of coffee 
are concerned, development ran paral- 
lel to other coffee growing districts in 
Indonesia. Originally, Java coffee 
(Arabica) was grown, which, however, 
soon degenerated. The Liberia type 
met with the same fate, while finally, 
at the. beginning of the last war, 
Robusta coffee was introduced. Al- 
though this type does not give a highly 
aromatic product, it has more resis- 
tance against disease and infection. 

Production per tree varies greatly 
according to type and year. The 
Arabica tree normally gives appro- 
ximately 4 piculs .(one_ picul — 61.8 
Kilograms) during the third year; 
during the fourth year production 
per tree is approximately 20 piculs 
while finally, during the fifth year 
the tree gives a further yield of 
only a few piculs. The Robusta plant 
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yields, according to the soil in which it 
is planted, some 2 to 6 piculs during 
the fifth year, and more in later years. 

As a rule, the native coffee planter 
works in his gardens together with his 
whole familiy. 


Pepper 


Pepper is rarely found in cultivation 
on estates; it is of far greater impor- 
tance as a native product. Exact figures 
are however, only known of the estate 
product, and it is impossible to gauge 
the extent to which the native growers 
have land under cultivation for it. 

Production of estate pepper: 


Netherlands Indies 230 
Palembang a 
Djambi } de eRe be 
Benkoelen’ >: * 2k (22 = 
Lampong Districts 19 
Export of native pepper: 

Netherlands Indies 54.663 
Djambi se 19 
Palembang 696 
Benkoelen ; 1.030 
Lampong District 38.864 


The Lampong Districts are of major 
importance as regards the pepper pro- 
duction for the whole of Indonesia. 


Production Methods of Pepper 


The procedure followed by the na- 
tive population in growing pepper is 
as follows. The first step is the selec- 
tion of the soil used. Normally the best 
lands to grow this important product 
lie at approximately 300 feet above sea 
level, and should have some coverage 
against winds. The soil must be well 
irrigated, loose and porous, to allow for 
sufficient drainage. 

As a rule, two rice crops precede the 
cultivation of a pepper garden; virgin 
soil is never used for this product. Af- 
ter, or sometimes even before the first 
rice crop, the socalled ‘supporting trees’ 
are planted. For this purpose, ‘dadap’ 
or randoe’ is normally used. After the 
second rice crop, the land is thorough- 
ly cleaned and weeded and the first 
pepper shoots can be planted. 

Normally it is unnecessary to take 
much notice of the garden after this 
has been done; work is limited to weed- 
ing, tying up the shoots and branches 
of the plants and pruning and topping 
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the pepper plants and supporting trees. 

There are two crops per year, the 
so-called major harvest during Septem- 
ber and October and the small, or pre- 
harvest in March and April. 

Normal yield is not more than one 
‘kati’ per tree, total yield being 10 to 
12 picul per plot of land, while it 
should be remembered that 100 ‘kati’ 
freshly picked pepper, is equal to ap- 
proximately 35 clean and dried pepper, 
so that the ratio can be put as 3:1. 

In finishing the pepper, ready for 
use, white or black pepper can be 
made. Black pepper is procured by 
drying the berries, which have beeu 
picked in bunches, in the sun after 
having fermented them for some days. 
After four to five days the green colour 
of the husk has become black; the ber- 
ries drop from the bunches, or are 
loosened by hand. 

If white pepper is required, the ber-- 
ries are placed in running water for 
eight days, after which the husk can 
be removed and it is found that the 
clean berry remains. For this type of 
pepper, the very best variety is used. 
When the clean berries have been 
dried, they are rubbed with ash, which 
give them a deep grey shade. White 
pepper is made principally in Benkoe-- 
len, while black pepper comes from 
most of the other districts. 


Trade and Shipping of Pepper 

After having been completely pro- 
cessed the pepper is bought by Chinese, 
Palembang (these people work in the 
Palembang or Lampong districts), or 


Lampong (working in the Lampong 
Districts and Bantam) traders and 
shipped to the various ports. Buyers 


from abroad normally trade directly 
with South Sumatra. The reason for 
this is that in Batavia, where part of 
the Sumatra pepper is sent, there is no 
system of inspection and consequently 
falsification and decay is not impossi- 
ble on that market. : 

In the Palembang district, the gar-- 
dens are worked by whole families, 
while natives from Bantam (West 
Java) are normally hired by the grow- 
ers in the Lampong District. 


(In our issue of March 31, page 312, 
an article was published dealing with 
“Pepper and it Uses”). 


